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here are stars in the sky 


as well as thunder and lightning 


3 


There is goodwill in-the hearts of men at Christmas. There’s a warm welcome for 
the neighbor —a deep desire for friendship between nations—a determination to 
achieve lasting peace. »« Clouds scud along the horizon, sometimes building up to 
frightening thunderheads. Angry voices thunder without reason—and threats, like 
lightning, break and crash over the people’s heads. »« Yet the eternal stars are 
there — stars of Hope, of Faith, of Love—now dimmed or hidden by the clouds — 
now breaking through with a clarity and brilliance and seventh that will not be 
denied. »« May these stars be seen and followed by the wise mén of all nations. 


May they light the path to peace. That is the Christmas prayer of the people. 


CHRISTMAS 1951 .. - tones TRUST COMPANY, NEW YORK 





The March of the News 





Full house. Nothing in Washington at- 
tracts the crowds like a congressional 


hearing . . . And the hit of hits is a hear- 
ing that involves: (1) big names, and 
(2) scandal... By last week, an investi- 
gation of tax frauds by a House Ways 
and Means subcommittee was playing 
to standing room only . . . Spectators had 
named it “The Scandals of 1951”... 
and it was a sure thing that people 
would still be talking about it by elec- 
tion time next year. 


The cast. The hearing began, rather 
quietly, with an investigation of the ac- 
tivities of T. Lamar Caudle, a former 
Assistant Attorney General in charge of 
tax-fraud cases But it spread out 
quickly in many directions . . . By mid- 
week the cast included: 

A former Capone lawyer who accused 
several Government officials in a story ef 
an attempted $500,000 tax shakedown 
(promptly denied by all of them). 

A “suspicious character” with a repu- 
tation for “fixing deals.” 

A missing witness—wanted for ques- 
tioning about a loan to an official. 

And a long list of protesting, indig- 
nant employes of the U.S. Government. 

Spectators—each of them with a tax- 
payer's interest in tax scandals—filled 
all the seats and lined the walls of the 
Committee room Veteran hearing- 
goers called this the biggest thing since 
the MacArthur case. 


“Suspicious character.’’ Frank Na- 
than is a ruddy-faced, wide-eved pro- 
moter from Pittsburgh . . . He appeared 
before the subcommittee because—among 
other things—he is an old friend of 
Caudle, the tax-case prosecutor who lost 
his job for “outside activities.” 

Nathan explained himself as a dealer 
1 “deals.” 

A Congressman identified him as “a 
widely recognized influence peddler.” 

A Government official listed him as a 


“suspicious character” at least three 
years ago. 
“Nevertheless,” said Representative 


Cecil R. King (Dem.), of California, 
chairman of the investigating subcom- 
mittee, “Mr. Nathan was able to con- 
tinue to pose as a man of influence— 
very largely, it is apparent, because 
former Assistant Attorney General 
Theron Lamar Caudle maintained a con- 
stant, and public, social and business re- 
lationship with Nathan.” 

Said Nathan: “You can’t socialize 
with somebody without someone think- 
ing there’s something wrong in_ this 
world . . . I never asked Mr. Caudle for 
no help in no tax cases at no time.” 


Casualty. Earlier a Chicago lawyer, 
Abraham Teitelbaum, told the subcom- 
mittee of his tax troubles Before 
most spectators realized what was hap- 
pening, he was naming Nathan and 

list of public officials in a story that some- 
one had tried to shake him down to set- 
tle a tax case Everybody denied it 
and the subcommittee said there was no 
evidence to support Teitelbaum’s story. 

Next day Charles Oliphant, one of 
those named, quit his job as Chief Coun- 
sel of the Bureau of Internal Revenue 

Mr. Oliphant, who had made work- 
ing for the Government a lifetime career, 
told President Truman: 

“I find it beyond the limits of my en- 
durance to protect my name and repu- 
tation and the prestige of the office I 
hold in the face of baseless and scurri- 
lous charges given public currency, how- 
ever irresponsible the source . . . Attacks, 
vilification, rumor and innuendo are be- 
yond the point of human endurance.” 

As Mr. Oliphant said—most of the 
stories going around Washington seemed 
to be grounded on rumors, vague in- 
nuendoes and sensational half-truths 
But there were those who were con- 
vinced investigators had barely scratched 
the surface in some of the tax scandals. 
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Eisenhower's Return Postponed?...New Favor 
For Supercarriers ... Acheson-Eden Rift on Policy 


J. Howard McGrath, Attorney Gen- 
eral, is not flattered by the White 
House idea of having J. Edgar Hoov- 
er, FBI Director, search out wrong- 
doing in all departments of Govern- 
ment. Such a job by Mr. Hoover, 
among other things, calls for investi- 
gation of the Department of which he 
is a part, nominally subordinate to 
Mr. McGrath. 


x *« * 


Senator Estes Kefauver, of Tennessee, 
is agreeably surprised by the mild- 
ness of White House reaction to his 
decision to try for the Democratic 
presidential nomination. President 
Truman does not seem to mind that 
another Democrat has an eye on his 
job. 


x 8 


Mr. Truman is daring Southern Dem- 
ocrats to take a political walk in 1952 
by insisting on using defense orders 
to change the South’s employment 
practices. 


x * * 


Gen. Dwight Eisenhower is indicat- 
ing to his latest visitors that it may be 
March, 1952, before he will feel free to 
leave his job in Europe. Rearmament 
in Europe is lagging badly and Eisen- 
hower cannot afford to leave without 
more to show for his efforts. 


x k * 


Three big aircraft carriers, rather than 
the one now requested by the Navy, 
are to be favored by atomic-minded 
members of Congress. The idea of 
floating airfields that can carry atom- 
ic bombers to any corner of the 
oceans of the world has caught on in 
Cong§gress. 


x * * 


British sources claim that the box 
score on aircraft losses in Korea is 
this: U. N., largely U. S., losses, 1,350 
aircraft; Communist, 525 aircraft. 
That is a ratio of 5 to 2, and is de- 
scribed as reflecting losses from all 
causes. 


4 


Military planners of U.S. will be un- 
willing to place heavy reliance on air 
bases in Britain if the British get a 
veto power over use of those bases in 
event of sudden war. Instant decision, 
not debate, would be required if Rus- 
sia should strike. 


x * & 


Maj. Gen. Lewis B. Hershey, Selective 
Service Director, is getting his dan- 
der up again over the rate of rejection 
of draftees for military service. 
Army doctors are turning back one 
out of two .nen on grounds of physi- 
cal unfitness even under the reduced 
standards fixed by Congress. 


x * * 


British sale of the Nene jet airplane 
engine to Russia—the engine that is 
powering Russia’s MIG planes—is be- 
ing described as a gift of four years of 
jet progress to the Communists. The 
British, five years after the sale, still 
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are not in production on a better en- 
gine than the one passed on to Russia. 


x *k * 


John J. McCloy, U.S. High Commis- 
sioner in Germany, is hitting another 
snag in rearming Germany. This 
country wants the German Ruhr to 
get busy right away making heavy 
arms for defense of the West, but 
Britain and France are raising objec- 
tions. 


* * & 


Dean Acheson, Secretary of State, and 
Anthony Eden, British Foreign Min- 
ister, may look like picture-book dip- 
lomats, with “right” backgrounds, 
but they aren't hitting it off well 
on policy. Britain’s Eden has his own 
ideas on what Britain’s foreign policy 
should be and is not easily budged 
by Mr. Acheson, who has different 
ideas. 


x k * 


Eva Peron, wife of Argentina’s Presi- 
dent, is suffering from a very serious 
illness that was not helped by an op- 
eration carried out against the advice 
of specialists. 


x *k * 


The young Shah of Iran, whose wile, 
daughter and two sisters have gone to 
Europe, is having to restrain a desire 
on his own part to make a visit 
abroad. The fear is that, if he leaves, 
some leaders of the Iranian Army 
might stage a Putsch to oust aged 
Premier Mossadegh. An attempted 
Putsch, in turn, would be expected to 
touch off a revolution from which 
Communists could gain. 


x * * 


British Field Marshal Viscount Mont: 
gomery is actively pressing for the jo 
of Allied Commander in Chief for the 
Middle East. Montgomery believe 
that General Eisenhower is to run fot 
President, and “Monty” does not watt 
to be deputy in SHAPE under Get 
Matthew Ridgway or Gen. Oma 
Bradley. 
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The rubber snakes that save a city 


You see mighty fingers of water point five stories high 
toward the crackling flames. Holding in these high 
pressures are tough, thin rubber walls in the fire hose 
— made from products compounded with Purecal*. 


Not only in fire hose, but in tires, in other necessi- 
ties, good natural and synthetic rubber compounds 
are essential. With crude rubber so costly, many manu- 
facturers use Wyandotte Purecal to extend compounds 
(up to 30%), to improve tear resistance and lower 
costs. GR-S, compounded with Purecal, achieves 
natural rubber quality. 


Purecal is not an ordinary calcium carbonate. 
A unique precipitation method removes the abrasive 
and discoloring impurities found in other calcium car- 
bonates. Careful control produces a range of exact 
particle sizes to fit the requirements of many indus- 
tries: rubber, food, paper, paint, cosmetics and others. 


Very possibly, you can improve your products— 


yandotte CHEMICALS 


WYANDOTTE, MICHICAN 
OFFICES IN PRINCIPAL CITIES 


REG. U. S. PAT. OFF. 





and save money—with Purecal. An inquiry will bring 


you important facts. *Trademark 





You enjoy clearer photographs in your "glossy-finish paper’ maga- 
zines — because Pureca! adds unusual whiteness and brightness to the 
paper stock. 


@ ORGANICS 
@ INORGANICS 
@ SPECIALIZED CLEANING PRODUCTS 





Q) Are most American breweries 
66 > A 66 79 » 1o 
large’ or small’ businesses: 

















A Small, individually—although the Brewing 


oo weer 








Industry as a whole ranks 13" in America. 


Over nine-tenths of American 
beer and ale producers are “small 
businesses.” The Census of Manu- 
factures shows that 409 out of 
440 malt beverage producers em- 
ploy less than 500 workers each 
—actually, an average of less 
than 200. 

On the other hand, when taken 
collectively, the Brewing Indus- 
try is the thirteenth largest in our 
country. The gross volume of the 


industry amounts to over $4.5 
billions annually. This is equal 
to two-thirds the dollar volume 
of the passenger car industry 
in 1949. 


More about the economic, histori- 
cal and social role of beer is pre- 
sented in the book, ‘‘Beer and 
Brewing in America.” For your 
free copy, just write to the United 
States Brewers Foundation, 21 East 
40th Street, New York 16, N. Y. 


*Ranks 13th in “Value Added by Manufacture”—according to the latest 
Census of Manufactures made by the U. S. Department of Commerce. 


United States Brewers Foundation...charterea 1862 


One of America’s oldest continuous non-profit trade associations 
representing over 85% of the country’s malt-beverage production. 
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You'll pay more income tax next year than this. Tax favors are not to be 
passed around to ordinary taxpayers as they have been to favored ones. 

Deductions from income will be watched more closely. Vacations are not to 
be deductible as business expense. Entertainment isn't either, for the ordinary 
family. Meals, when you eat out, cannot be deducted. 

Income you fail to report still will involve real danger. 

Idea may get around that you can take chances because others did and got 
away with it. The law still is the law and tax collectors are charged with 
enforcing it. Tax scandals just concern the favored few. 





What the average taxpayer is learning for the first time is this: 

Taxes for some taxpayers at least have been "adjusted." Tax collectors do 
compromise many claims for tax money, don't always squeeze the last nickel. 

Tax dodging is a fine art for some individuals. 

Unreported income, subject to tax but not taxed, is immense. Problem of 
ferreting out income of tax dodgers is a major problem. 

Deductions for business expense are a major tax escape. At least one 
revenue collector used entertainment, hotel bills, meals to cut his own tax. 

Tax "fixing," however, is not something that everybody can try. 

Tax collection, actually, is to be more vigorous, not less vigorous, as 
result of developing evidence of past scandals. Tendency of collectors will be 
to be less lenient, to resolve fewer doubts in the taxpayer's favor. 











Scandals themselves will go on growing over the months ahead. 

Scandal development traces to immense favors Government can give. An 
ordinary official can give an order that makes one man rich, or influence a loan 
in the millions, or give a concession on taxes, or sell property worth many 
millions of dollars for a song, or do lots of other things. 

Huge fees, often, are paid for "influence" on official decisions. 

Officials themselves, it seems, would do favors of immense value for 
trifling considerations--a free vacdtion, an airplane ride, a cut price on a new 
car or mink coat, a tip on the races, a chance to get in on an oil deal. 

Scandal hunters, to date, appear only to have scratched the surface. 








Scandals jar Mr. Truman's whole concept of how to run his job. 

Truman technique is to make every top official his own President. 

Power, under the Truman formula, is diffused. Decisions are made along the 
line. White House interference comes only if there is trouble. 

The Presidency, as now operated, is a sort of backstop, not leader. 
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NEWSGRAM--TOMORROW-- (Continued) 


Result is a whole series of Administrations, each as strong or as weak as 
the Cabinet officer or other high official who runs it. 

There are signs that Mr. Truman is bewildered, set back, by Scandals, 
irregularities that have grown under his system of running his job. It's an 
easy and pleasant system if all goes well, not so good when things go wrong. 


There is this other point: Mr. Truman during his early White House days 
pardoned Pendergast-machine workers jailed for vote frauds; punished by a denial 
of reappointment the man who sent them to jail. The President then announced 
publicly that he was paying his Pendergast organization dues and wished it well. 
He picked a Pendergast man as Democratic Chairman. 

There now are signs that this gesture set the tone in Government. 





Mr. Truman is hurt politically by scandals. 

Fred Vinson, Chief Justice, may be less interested in nomination. 

Truman problem, unless things change, may be to find someone acceptable 
personally to head the Democratic ticket with a chance of success in 1952. 

Estes Kefauver, gambling investigator, running for No. 1 position on the 
ticket, might be able to settle for No. 2 place. 

Paul Douglas, of Illinois, is on the President's black list. 

Truman field of choice is narrowing. His fortunes aren't high. 














Taft still is out front for Republicans. 

Eisenhower's boom is proving difficult to float. “Ike" wants it but can't 
have the top place unless he really works for it. 

It's strictly between Taft and Eisenhower for the Republicans. 





Truce in Korea, eventually, remains about a 50-50 prospect. 

Truce is needed by Communists for a chance to build strength, for an Air 
Force build-up, an increase in armor. Truce is a Communist device. 

Truce deal, when and if it comes, will appear as a Communist victory. 
Communists would not deal otherwise. U.S. is making the concessions. 

Asia, outside Japan, is being allowed to slip away. 











Big war remains a receding prospect. Neither side is ready. 

Air Force, in Korea, finds piston-engine bombers outmoded. Losses are far 
too high to place future dependence on existing U.S. bombers. 

Stalin, with nothing better than copies of the old B-29s, would have his 
bombers shot out of the air if attacking U.S. Korea indicates that few would 
get through even on suicide missions aimed at U.S. cities. 

War will wait, at least, until long-range jet bombers, guided missiles seem 
to offer an advantage to one side or the other. 


Arms spending will rise, not decline, regardless of truce outcome. 

Armament, really, hasn't begun to roll yet. Arms business, for many years, 
will be big business. Draft will go on indefinitely. 

Disarmament, in agreement with Russia, is highly improbable. 

Russia's goal is to induce U.S. to slow rearmament, to relax. U.S., if it 
bites on that one to save money, will be gambling with fate. 

A showdown still seems inevitable at some point. 
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Phil pott Dam finds solution to 


difficult Water and Air Hose problems 


@ Air and water hose, used in the Philpott 
Dam construction, came up against every enemy in the 
book. Changeable Virginia weather weakened hose 
resistance to high pressure loads, abrasive concrete 
structures clawed away hose covers, and the rocky ter- 
rain made deep, stabbing, carcass-penetrating wounds 
that caused sudden breakdown and work stoppage. 
Ordinary hose wouldn't meet these challenges. 
Engineers, faced with rigid work schedules, couldn't put 

A super service hose of gs . ; 
etek cuiediiiilans up with interruptions. They called in the local Republic 
on oil-resistant tube, Rubber Distributor, who, after a thorough study of all 
a strong flexible hose hazards, recommended use of Republic’s Cham- 
Yaga — pion Air Hose and Republic’s Champion Water Hose. 
, 9,000 feet of these standard-built (not custom-made) 
pressure carriers went into immediate action for Philpott 
engineers who say Republic hose eliminated work stop- 
pages and cut maintenance costs to absolute minimum. 
Republic Rubber Products produce results like this for 
men in every industry. There’s a complete line of Hose, 
: Belting, Packing and Molded & Extruded Products. Just 
CHAMPION WATER HOSE , drop us a card regarding any one of these products. 


CHAMPION AIR DRILL HOSE 


Top quality hose of 

wrapped construction, 

built with specially re- 

inforced carcass, a smooth, ‘ ey INDUSTRIAL RUBBER PRODUCTS BY 
So 


friction-reducing tube and a 

ee se crea 7 REPUBLIC RUBBER DIVISION 
vides maximum protection Tints 

against external damages. Lee Rubber & Tire Corporation 


YOUNGSTOWN, OHIO 








Texaco can help you: 





OOSL unit output 
chop unit costs 


with superior Texaco quality lubricants 
recommended by skilled Texaco Lubrication Engineers. 


Here’s a striking example in the transportation field. 
A Green Bay Wisconsin trucking company* reports 
that its entire fleet of 110 Mack trucks is lubricated 
exclusively with Texaco D-303 Motor Oil. And this is 
the reason why: 
On one truck alone — the company found that in 
285,000 miles—the cylinder wear amounted to 
only .005! 
This successfully demonstrates that the fully 
detergent-dispersive Texaco D-303 Motor Oil pre- 
vents formation of engine deposits — carbon, var- 
nish and sludge. And it guards bearings against 
wear and corrosion. 


*Name on request 


THE TOUGH JOBS GO TO TEXACO in every major field. 
In the transportation field for instance — more revenue 
airline miles, more buses and more railway locomotives 
and cars are lubricated with Texaco than with any 
other brand. 


ONE PURCHASE AGREEMENT PLAN designed especially 
for your plant requirements — in whatever major field 
of industry or transportation you are engaged brings 
you skilled engineering service that helps you get 
higher unit production and lower unit costs. For full 
details call the nearest Texaco Distributing Plant, or 
write The Texas Company, 135 East 42nd Street, 
New York 17,N. Y. 





THE TOUGH JOBS GO TO TEXACO 





TEXACO 


INDUSTIUAL LUBRICANTS 
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It looks like a banner year 
ahead. Good times are to grow 
even better for most. All the 
signs point that way. 

The outlook, through 1952, is 
for record-high business activity, 
record-high incomes, a new flood 
of Government spending. 

How long will it last? Into 
1953, at least. The test is due 
after that when Government 
orders begin to drop. 


The boom in business, after slowing 
in recent months, is beginning to stir 
again. It is to grow all during 1952 
and into early 1953. 

Records for activity in most lines 
will be broken during the next 15 months. 
There will be more jobs than ever. Pay 
will be higher. More people will have 
more money to spend than ever before. 
Record incomes will mean record spend- 
ing by individuals. As individuals spend, 
merchants will find sales improving, and, 
as merchants sell more goods, they will 
order more from manufacturers. 

The result is to be a steady expansion 
of the boom that got under way in 1950 
and then slowed a bit during recent 
months. 

Spending by Government is to under- 
write the reviving boom. Spending is to 
tise by 23 billion dollars a year from pres- 
ent levels to a peak rate of 86.1 billion 
for the first half of 1953. That flow of 
dollars will approach the peak flow of 
World War II. 

A downward turn in spending by Gov- 
mment, however, will start in 1953, 
less a big war should develop, and 
vill take on large proportions by the 
econd half, 
|The turn from expanding outlays by 
povernment to contracting outlays will 
the signal for the beginning of a mod- 
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Record Activity in ‘52, Turn Down 


erate recession. Plans of military serv- 
ices, as now made, call for a cut in mili- 
tary spending of about 20 billion dollars 
from the peak. That cut is to start around 
the middle of 1953. Cuts in spending 
by Government almost surely will coin- 
cide with some reduction in the volume 
of investment by business in new plant 
and equipment. This combination is to 
bring about some business adjustment. 

Against that background, the 
timetable of boom is this: 

1951: a boom year, but with some 
weak spots. Arms outlays rising. 

1952: full year of boom. Steadily ris- 
ing outlays by Government to coincide 
with heavy investment by industry in 
new plant and equipment 

1953: transition. High-level activity 
in first months of the year, then a grad- 
ual downturn as the edge comes off the 
arms boom. 

1954: adjustment. Spending by Gov- 
ernment to decline at least 20 billion 
dollars from the top, but still to be 
27 billion above 1950 and a bit more 
than in late 1951. 

Or, to measure the outlook on an over- 
all basis, you can use national spend- 
ing as a yardstick. The total level of 


A Measure of the Boom: 
Total Spending in the U. S. 


Billions 

Year of Dollars 
1948 259 

1949 257.3 

1950 282.6 

1951, Ist Half 323.4 

2d Half 326.8 

1952, Ist Half 334.9 

2d Half 352.3 

1953, Ist Half 351.2 

2d Half 346.6 


(Half-year figures are annual rates) 


TIMETABLE OF THE 
BUSINESS BOOM 


by Mid-'53 


spending by the whole country—Gov- 
ernment, individuals and _ industry—is 
called the gross product. It is used to 
give a broad picture of the level of ac- 
tivity of the nation. 

Last year, 1950, the level of spending 
was 282.6 billion dollars, as reported 
by the Government. That was a record 
in dollar terms. It reflects in part the 
fact that inflation lowered the purchas- 
ing power of each dollar, but still it in- 
dicated a high level of activity. 

This year, 1951, the spending total is 
to be about 325 billion dollars. This 
again is a record. Expansion in Govern- 
ment spending and in business invest- 
ment is principally responsible for this 
year’s gains. Industry put a lot of money 
into inventories and into plant and 
equipment, at the same time that Gov- 
ernment spending rose sharply. 

Next year, 1952, a further new high is 
in sight. Total spending is likely to jump 
to a rate of 352.3 billions in the second 
half of the year. Again, spending by the 
Government will be the main cause of 
the rise. Individuals also are expected 
to increase their outlay moderately. They 
will have more money to save and a 
large volume of savings to tap. 

The year after that, 1953, probably is 
to see a turn downward. That will be 
the year when a cut in arms spending 
will start. 

Recession, when it does come, will 
be painful to many. Total activity will 
be high in terms of the past, but some 
people will lose their jobs, and some in- 
dustries—particularly those in defense 
work—will have to adjust to smaller op- 
erations. Buyers will tend to call the 
tune. If there is no big war, this prob- 
ably will be a period when competition 
returns and selling will be pushed. 

What happens when the arms boom 
runs out will depend on several factors. 

Who is President will be one. A con- 
servative President and Congress after 
1952 may be willing to accept some 
measure of deflation when the turn 
from inflation does come. In that case, 
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FROM FEDERAL GOVERNMENT .. . 


1954 could be a year of rather severe 
shakeout. A Government Administra- 
tion with a “New Deal” slant, on the 
other hand, might turn to huge new 
spending ideas when arms spending 
turns down. The emphasis then would 
be on avoiding or resisting deflation by 
pump-priming methods. 

Cushions will be present, whoever is 
in power, to prevent the sort of set- 
back that occurred in 1929 or even 
1937. The situation might resemble the 
business adjustment of 1948-49. 

Tax cuts are almost certain to follow 
a cut in arms spending. The excess- 
profits tax will be removed from cor- 
porations when the defense program 
slows. Individual taxes also are likely to 
be reduced somewhat. 

Arms spending, despite a cutback, 
will remain high by any past standards. 
A budget of 65 billion dollars a year is 
probably the least to expect for many 
years to come. In that budget will be 
about 40 billion dollars for arms. The 
armed forces must maintain a strength of 
at least 3.5 million men. Some 7,000 
planes must be purchased each year as 
replacements for the Air Force. The 
Navy will have to be rebuilt to keep up 
to modern standards. Development in 
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. . . ORDERS FOR SUPPLIES... . 


. .. but what happens when the arms boom runs out? 


new weapons and in atomic energy will 
have to go on. 

Public works will be a vast back-log. 
Schools and hospitals will need to be 
built. Reclamation and irrigation projects 
will be urged. Highway construction is 
set at a minimum of 40 billion dollars to 
bring roads up to date. Cities must re- 
build streets to handle more traffic. 

Easy credit also is likely to be con- 
tinued, although a conservative Presi- 
dent might be inclined to allow an in- 
crease in interest rates. 

You can be almost sure that efforts 
will be made to encourage private spend- 
ing and private business expansion 
when Government spending slides off. 

For the period just ahead, how- 
ever, the emphasis is to be on boom and 
a high level of activity. Government 
money, basically, will spark this boom. 
Much of that money in the second half 
of 1952 is going to be borrowed money. 
That borrowing will add to the money 
supply of the country. 

The volume of Government spending 
ahead can be readily foreseen. 

Arms spending, amounting to 13.3 
billions in 1950, now is averaging close 
to 38 billions a year and next year will 
reach a rate of 58.5 billions a year. 


—Harris & Ewing photos 


. . . A FLOW OF CHECKS 


Spending for arms will continue to rise 
in 1953 before it turns down. 

Security programs aside from arms, 
such as stockpiling, atomic energy, eco- 
nomic aid abroad, are taking nearly 6 
billions a year now and will rise to a 
rate of 7.2 billions for the second half 
of 1952. 

Nonarms spending will go along at 
around 20 billion dollars a year. 

Total spending by the Government, 
as the chart on page 13 shows, is due to 
rise from the current rate of 63 billion 
dollars a year to 75.9 billion a year for 
the first half of 1952 and to a rate of 
84.9 billion a year in the second half ot 
1952. There will be a further rise be- 
fore Government spending slackens in 
the second half of 1953. 

A rise of more than 20 billions a year 
in rate of Government spending is assu- 
ance of high level of employment and of 
high general business activity. Gover 
ment outlays for goods and services at 
to be the mainstay of the 1952 boom. 

What this means in terms of national 
spending—total amount laid out for goods 
and services—also can be estimated. 

Individual spending for consume 
goods and_ services, now  averagilg 
around 204 billion dollars a year, is like 
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Business to Rise Into 1953, Then Turn Down 
—Curve of Government Spending Is the Key 
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ly to run up close to 214 billion a year 
in the second half of 1952. More people 
with more jobs at more pay will provide 
a larger volume of spending. 

Private investment in plant and 
equipment and in new construction, 
which reached a peak of 62.9 billions a 
year in the first half of 1951, probably 
will be down to 48.2 billions a year in 
the second half of 1952. The decline 
will be due to a sharp drop in inventory 
buying and a smaller volume of con- 
struction. 

Government spending for goods and 
services will jump from a current rate of 
1 billions a year to 92.4 billions a year 
in the second half of 1952. That in- 
cludes spending by federal, State and 
local goverr-nents, but almost all of the 
tise will be in federal spending. 

_The trend in total national spending 
is shown in the table on this page. As 
the boom is measured in dollars, a rise 
is indicated from 326.8 billion dollars a 
year at present to a peak of 352.8 bil- 
lio a year for the second half of 1952. 
Activity will remain near that peak un- 
til mid-1953, when a decline is expected 
to start, 

Where dollars will go also can be 
faleulated in general terms. 
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Ist 2d Ist 2d Ist 2d Ist 2d Ist _ 2d 
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1951] 1952 1953 1954 1955 
@ 1951, By U. S. News Pub. Corp. 
Defense industries will hum and_ ably will have a smaller sales volume, 


more industries will be brought into de- 
fense production. Automobile plants will 
turn out more tanks, jet engines and 
other military goods. Radio plants will 
increase output of electronic military 
equipment, for which there is a huge de- 
mand. Most manufacturers of metal 
goods will be able to maintain produc- 
tion levels by switching from consumer 
products to munitions. 

Soft-goods industries, whose produc- 
tion has been lagging of late, can ex- 
pect a pickup. Food processors will have 
to increase output to meet the demand 
from a growing and prosperous popula- 
tion. There will be greater demand 
for clothing and shoes, cigarettes and 
gasoline. 

Merchants, however, have _ varied 
prospects because of the dislocations 
that are being caused by the shift from 
civilian to war production. 

Department stores and others deal- 
ing chiefly in soft goods can look for 
an increase in sales volume. People 
have been slow to buy these products in 
recent months and probably will want to 
replenish. They will have more money 
to spend and fewer hard goods to spend 
it on. Furniture stores, however, prob- 


chiefly because home construction is to 
decline. 

Auto dealers, hardware stores, radio 
and television stores probably will ring 
up a smaller volume of business in 1952 
than in either 1950 or 1951. They won't 
have so many articles to sell. Metal 
allotments call for rather sharp reduc- 
tions in the output of autos, household 
appliances and other consumer hard 
goods. So, when current inventories are 
used up, the amount available for sale 
will be smaller. 

A banner year probably lies ahead 
for people who offer services. Landlords 
stand to collect more rent. Hotels, res- 
taurants, resorts and recreation centers 
can count on more customers as the boom 
rises to greater heights. Travel is ex- 
pected to reach a new peak. 

In general, however, 1952 promises 
to be a good year, with the highest total 
volume of business activity on record. 

The test will come in 1953, when a 
turn is due in Government spending. 
That will also be a time when America’s 
industrial plant will have a record ca- 
pacity for producing goods. With a de- 
clining demand for arms, the problem 
will be to find a use for that capacity. 
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EUROPE’S DEFENSE: A YEAR BEHIND 


Men, Guns and Planes 


Here’s the real story of Eisen- 
hower’s trouble in Europe. 

Ike is a year behind schedule. 
He has 18 of 30 promised divi- 
sions. Only four, all American, 
are combat-ready. 

Weapons are critically short. 
U.S. tanks in Europe aren‘t a 
match for Russian. Planes are 
scarce. Even ammunition is lack- 
ing. 

if Russia should move in 1952, 
there wouldn‘t be much in Eu- 


rope to stop her. 
PARIS 

One year after his appointment as 
Supreme Commander, Gen. Dwight 
D. Eisenhower's NATO forces are be- 
hind schedule in man power and criti- 
cally short of equipment. 

At least 22 Allied divisions combat- 
ready, would be required to keep the 
25 Russian divisions and 2,000 tanks in 
Eastern Germany and Poland from push- 
ing forces of the North Atlantic Treaty 
Organization off the Continent by sur- 
prise attack. 

Yet for the defense of this central 
front, from the Alps to the Baltic, there 
are only 18 divisions. These include 6 
American, 3 British, 5 French, 2 Bel- 
gian, 2 divisions of bits and pieces— 
Dutch, Norwegian, Danish, Canadian, 
Luxembourger. 

By summer, General Eisenhower ex- 
pects another division each of British, 
Belgian, Dutch and Danish troops, bring- 
ing the total of active divisions to 22. 
By next December he wants these divi- 
sions to be ready for battle. In reserve, 
ready to take the field within 30 days, 
he wants 8 more divisions—5 French, 1 
Dutch, 2 British Territorial. 

This force of 30 active and reserve 
divisions is roughly what the NATO na- 
tions last December promised General 
Eisenhower by this month for the cen- 
tral front. At best now, delivery will be 
exactly one year late. 

Only four of General Eisenhower's 
divisions, all of them American, now 
approach combat readiness. Two more 
U.S. divisions, now in Germany, will be 
deployed for action by February, two 
months behind schedule. 
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Eisenhower Lacks 


The rest of NATO’s divisions are un- 
der strength. Few have the. supporting 
troops they need behind them to enable 
them to fight effectively. Many lack key 
portions of their initial equipment—the 
weapons, vehicles and other items that 
a division is supposed to have when it 
enters battle. 

Chief shortages are in tanks, antitank 
weapons, 105-mm. howitzers, antiair- 
craft guns, radio equipment. Ammuni- 
tion, drained off by the Korean war, is 
so tight that mortar platoons in Ger- 

















—Burck in the Chicago Sun & Times 
‘BUT WE NEED MEN, TOO!’ 
In all of West Europe, 18 divisions 


many are restricted in practice. Bazooka 
ammunition is so scarce that Britain’s 
two armored divisions have not yet been 
issued the bazookas for which they have 
been trained. Belgian divisions will have 
to requisition civilian trucks before they 
can move into combat. 

Man power, although more plentiful 
than equipment, is short. European 
countries have tended to recruit only 
for divisions of 18,000 men, overlooking 
the equal numbers of men required for 
corps artillery, armor and service units. 

Britain’s three divisions in Germany 
are a fifth below war strengia, and sup- 
porting corps and army troops are 50 per 
cent below strength. France’s four divi- 
sions in Germany, 90 per cent equipped 
and manned, are filled up with con- 
scripts who are replaced by green re- 
cruits every six months. 


While Belgium’s infantry division in 
Germany is nearly ready, its armored 
division has sent 40 per cent of its men 
home. This division has only 69 per 
cent of its tanks and other equipment, 

Belgian and Dutch divisions have 
changed from British to American or 
ganization in preparation for U.S. 
weapons. These weapons are __ tardy, 
Shipments of 105-mm. howitzers, sched- 
uled for 1951, have been postponed in- 
definitely. 

Except for a few British and U.S. 
divisions, all NATO’s forces are using old 
World War II equipment. Breakdowns 
are frequent. The right spare parts rareh 
are on hand at the right time. 

Armor is the crucial weakness. French 
and Belgian units are being equipped 
with American Sherman tanks, 8 years 
old. The motors break down, and some 
gun bores are so worn that accurate 
shooting is impossible. 

Most of the Shermans have had their 
worthless 75-mm. guns replaced by high- 
velocity 76s. Yet even these guns, aided 
by new squash-head ammunition, are no 
match for Russia’s T-34 tanks. 

American divisions in Germany are 
equipped with World War II Pershing 
tanks carrying 99-mm. guns. The Persh: 
ing has taken on the T-34 in Korea. Still, 
nobody knows whether the Pershing can 
trade blows with Russia’s new JS-4 tanks. 
Soviet troops in Germany have been 
largely re-equipped with these mor- 
sters, which have the equivalent of 1? 
inches of frontal armor and _ cam 
105-mm. guns. 

The U.S. answer to the JS-4 is the 
new M-47 medium tank. Output of the 
M-47, far behind schedule, is not e 
pected in volume until spring. At best 
it will be the end of 1952 before Amer 
can units in Germany can get M-47s and 
pass their Pershings on to the French 


and Belgians. French forces, in tumj)— 


cannot be re-equipped with M-47s until 
the autumn of 1953. 

In spite of gaps in the initial equip 
ment and man power, some of Gener 
Eisenhower's European divisions could 
put up a good fight for a short time. Bul 
there is the problem of war reserves. _ 

War reserves are the most critici! 


lack that General Eisenhower faces if} 
1952. This term covers the stocks “}) 


spare equipment and the supplies of a 
kinds that an army must have behind i 
to keep on fighting. The U.S. Army ¢st 
mates, for example, that in battle abot! 
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a fourth of a unit’s tanks are chewed up 
every 90 days and must be replaced. 
Yet Europe’s war reserves are virtu- 
ally negligible. Nobody knows just what 
war reserves are on hand; an inventory 
is under way, for the first time. 
Equipping of forces is left to individual 
nations. Each country applies to the 
Defense Department, in Washington, 
for equipment to fill its deficiencies. 
These requests have been pared to bring 
them within U.S. capabilities. 

Result is that attention has been cen- 
tered on initial equipment, with war 
reserves largely overlooked. This has 
forced General Eisenhower to move in 
on the supply problem, which techni- 
cally is not his job. 

Each country now has been asked to 
commit itself to providing war reserves, 
but so far only the U.S. has accepted the 
job. Other countries are trying to esti- 
mate what they can supply. The balance 
will have to come from the U.S., yet the 
U.S. has not succeeded in providing 
the initial equipment. 

The war-reserves burden comes at a 
time when rearmament already is a 
load on European economies. Countries 
that are rationing gasoline, because they 
are short of dollars to buy it, now must 
find a way to build up war stocks. 

While Britain is providing 90 per cent 
of its own arms, other European coun- 
tries depend on the U.S. for two thirds 
of theirs. And the U.S., so far, has deliv- 
ered less than a fourth of the arms 
promised to Europe. 

In delivering arms, the U.S. gives first 
priority to the troops in Korea. American 
forces in Germany come second. But 
European divisions protecting the north- 
em and southern flanks of U.S. forces 
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ALLIED GUARDS AT SHAPE HEADQUARTERS 








BELGIAN ANTITANK PRACTICE 


—Keystone 


Coming up: ‘Operation Stiffener’’ 


in Germany get a lower priority than 
American divisions inside the United 
States. General Eisenhower made a spe- 
cial trip to Washington last month to 
urge higher priority for arms shipments 
to Europe. He still is awaiting a deci- 
sion from the Joint Chiefs of Staff. 

After American production gets roll- 
ing, it is expected there will be enough 
arms for everybody. But during the next 
crucial months Europe’s divisions can 
be equipped only at the expense of 
American forces at home. 

Meanwhile an emergency plan, known 
as “Operation Stiffener,” is being drafted 
with the idea of bringing NATO forces 
to combat readiness by December, 1952. 





General Eisenhower thinks this can be 
done. Many of his officers, however, 
fear that December, 1952, is another 
target date that will have to be aban- 
doned. Unless the Korean war ends or 
U.S. arms production rises faster than 
seems likely, a shielding force for West- 
ern Europe may not be fully ready un- 
till well into 1953. 

There are shortages in the air, as well 
as on the ground. The Russians can put 
8,000 planes in the skies over Europe 
now. The NATO nations can muster 
barely 1,000. Even by the end of 1952, 
Russia is expected to have a 4-to-1 su- 
periority in the air. 

NATO’s _ long-range 


prospects are 
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THE GENERAL INSPECTS NATO TROOPS 
The target: Combat readiness by December, 1952 
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TANKS ARE MOSTLY 8-YEAR-OLD SHERMANS 
Breakdowns are frequent; spare parts hard to find 








-Acme photos 


equally discouraging. Allied generals 
say that they need nearly 10,000 planes 
and 100 divisions, half in reserve, to 
turn back a full-scale Russian invasion 
at the Rhine. Nobody has figured out 
yet how to raise a force of this size, even 
if Germany is rearmed. When all NATO 
pledges for 1954 are added up, they 
come to a few more than 7,000 planes 
and 50 divisions. 

Furthermore, pledges are one thing, 
delivery is another. With European econ- 
omies already strained, the outlook 
is that 1954 targets may not be reached 
until two or three years later. This means 
that people of small incomes must look 
forward to five or six more years of 
austerity. Few NATO leaders have faced 
up to the political consequences of this 
fact. 

As obstacles mount, General Eisen. 
hower’s optimism is beginning to wear 
thin. Visitors find his cheerful enthusi- 
asm of last summer is gone. It has been 
replaced by something like the hard 
determination of a commander conf- 
dent of ultimate victory but fighting, 
at the moment, against overwhelming 
odds. 

The Supreme Commander says he is 
encouraged by improved morale in Ev- 
rope, that he is less impressed by the 
setting back of target dates than by the 
fact that the West is stronger now than 
a year ago and will be even stronger 
next year. 

As General Eisenhower sees it, the 
West need not be concerned about all 
of Russia’s 175 divisions and 20,000 
planes, but only with the forces that Rus- 
sia, with its poor transport system, could 
bring to bear in Europe. He feels that 
the West can build up the strength neces- 
sary to stop Russia near the Rhine, al- 
though such a build-up may take several 
years longer than originally hoped. 

Developments in the meantime may 
make it unnecessary for NATO countries 
to raise the 100 divisions now estimated 
as necessary. German troops, for ex 
ample, may help to fill the line. New 
weapons, atomic and otherwise, may 
take the place of missing troops. 

With 22 active and eight reserve divi 
sions, all able to fight long and hard, 
General Eisenhower believes NATO 
forces could avoid being pushed off the 
Continent. Such a force would give the 
West a breather, would make Russi 
telegraph any punch based on an at: 
vance build-up in East Germany ant 
Poiand. This force would add weight tv 
the deterrent power of the atom bom) 
and U.S. industrial potential. 

Meanwhile, until that shielding fort 
is ready, Europe faces a year of grétt 
danger. The Kremlin knows that 195 
may be the last year in which Russia! 
forces can conquer Europe with ease. 
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So There’s NO LOAHING in N&W Yards! 


You get all-around fast service when you say"“N & W” 
— in the yards as well as on the road! 
Norfolk and Western yard men know precisely 
vhat to do with your car promptly after it arrives in 
he yards, because they have been furnished accurate 
switch lists, showing the exact disposition to be made 
ofeach carinthetrain. And, because there’s adequate 
space in N & W yards, there’s no holding your car until 
another can be shifted. Sufficient modern switch 
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engines and road locomotives — serviced swiftly at 
up-to-date engine terminals — are available at a// times 
to meet the demand. Weighing facilities are second 
to none. Time studies are carried on constantly to 
ferret out new ways to save valuable minutes. Stra- 
tegic location of N & W yards speeds connections 
with other lines. 

Roanoke Yard, pictured above, is at the very hub 
of the Norfolk and Western Railway, and is one of the 
finest yards in the nation. Here, switch lists are tele- 
typed. Radio communication is used on the hump. 
Latest-type retarders and switches are operated by re- 
mote control from modern towers — to put your car 
on the right track at the best speed consistent with 
safe handling. 


WHEN YOU SAY “N & W”, YOU’RE RIGHT! 


For information on rates, routes and fast schedules, 
contact N & W freight representatives in principal 
cities. They're as near as your telephone! 


Tie DEPENDABLE Norfolk ancl Westors. Raley, 














Napoleon chose Courvoisier — and 
down through history Courvoisier has 
been the choice of those who could 

command the finest. It is the tradition- 84 
ally correct cognac — unchanging in a 
‘quality —matchless in flavour and aroma. 










s¢ Courvoisier Cognac—and Courvoisier only—bears this 
registered phrase on every bottle. Reg. U.S. Pat. Off. 
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‘A Peculiar War’— 


Early this month I returned to Korea to see for myself how 
the air situation was developing. As every conscientious 
newspaper reader knows, Communist China has in recent 
months come into possession of a large and aggressive air 
force, consisting of hundreds of jet fighters with which for 
the first time he has challenged our air supremacy over the 
Korean peninsula. Now this acquisition is a matter of con- 
siderable moment for us. For it presents us with the spec- 
tacle of an aggressor nation, without either industrial or 
technical resources to produce air power, appearing sud- 
denly upon the world stage with an effective jet air force. 

Now of course Communist China has become an impor- 
tant air power by proxy—as the protege, so to speak, of an- 
other power possessing the industrial means that Commu- 
nist China herself lacks. Nevertheless the phenomenon is 
significant; and on my way back to Washington from Korea, 
reflecting upon the clandestine processes by which an an- 
cient and industrially backward people had come so swiftly 
into possession of these costly weapons, I was reminded of 
two remarkable experiences associated with my wartime en- 
counters with the Russians. 

The first encounter was in 1943. I had been sent to Mos- 
cow on a special mission charged, among other things, with 
the task of convincing the Soviet leaders, who at that time 
were insisting loudly upon a second front in the West, that 
the combined Anglo-American strategic-bomber attack against 
German industry constituted in effect a second front. I went 
amed with aerial photographs and _ stereovticon slides, and 
on the basis of this evidence there could be no doubt that 
this tremendous campaign, then gathering momentum, had 
hurt Germany badly and would almost certainly wound it 
mortally. One evening at dinner in Moscow I went over the 
air strategy thoroughly with members of the Politburo, and 
afterward laid the plan before the leading- Soviet air and 
ground generals. But the Russians were unimpressed. 

They were obsessed with the idea that German power 
must be met and defeated on the ground. I left Moscow 
convinced that the Russians had missed the central points 
of modern warfare; that their understanding of air power 
was at best primitive; and that it was hopeless to try to 
convince them of the logic of our air strategy. 

My second encounter with the Russians occurred about a 
year and a half later, this time inside Germany, just after 
the surrender. 

With General Bradley I had gone to Torgau, on the River 
Elbe, to meet the Soviet commanders. Even so early there 
Was a strange uneasiness in the air. The Red Army half ex- 
pected the U.S. forces to take up hostile positions opposite 
them. But the Soviet commanders were still capable of a 
graceful gesture. On the conclusion of the meetings, the 
senior Soviet air general announced that he intended to 
honor his departing American friends with a little show. 


DECEMBER 14, 1951 





WE'RE REALLY FIGHTING RUSSIA NOW 


‘Our two principal antagonists have never 
formally declared themselves to be in it’ 


by GEN. HOYT S. VANDENBERG 
Chief of Staff, U. S. Air Force 


As General Bradley and I were leaving, a formation of 
Soviet fighters swooped down over our heads. There were 
only half a dozen, and the show was brief—but it was quite 
long enough for me to see that the design of the machines 
was surprisingly clean, and to know that they were fast, and 
highly maneuverable. . . 

Well, here it is nearly six years later, and in Korea we are 
presented with further evidence that “our friends” have 
meanwhile not been idle. Now I would not like to leave the 
impression that I was particularly surprised by anything that 
I observed in Korea. It is the business of the Air Force not 
to be taken by surprise and we have various means for keep- 
ing track of such matters. 

Indeed, during the Senate hearings Jast May, and on other 
occasions, before and after, I warned of the growth of Soviet 
air power, both in quantity and quality. Nevertheless it is a 
good thing, every now and then, to measure events in a long 
perspective. Indeed, it is only by taking the long view, 
sighting down what I have heard described as “the lang gun 
barrel of history,” that we can hope to glimpse the impor- 
tant inner meanings of a struggle that has already cost this 
nation heavily in blood and treasure. 

No matter how you look at it, it is a peculiar war. It is 
peculiar, for example, if only because our two principal 
antagonists in that war have never formally declared them- 
selves to be in it. It is peculiar, also, in that these antagon- 
ists, one deficient in sea power and the other having none at 
all, should have elected to instigate a war on a narrow penin- 
sula where the overwhelming sea power of the United Na- 
tions could be readily brought into play. 

It is also a war of contradiction—a primitive kind of war 
and yet at the same time it is just about as modern as a 
war.can be, minus the atomic bomb. It is a war of almost 
unlimited savagery on the part of the enemy, but a war in 
which, nevertheless, certain geographical limitations have 
been scrupulously observed by both sides. It is a limited 
war—a deadly kind of poker game, with the enemy dealing 
from a stacked deck and progressively raising the stakes, 
only to be called. 

Let us now trace briefly the history of that war. The first 
bid for victory was made in June, 1950. The opening ante 
was relatively small—the resources of a junior satellite, North 
Korea. The North Korean forces, equipped with light and rela- 
tively inexpensive armament, were committed to a surprise 
attack upon the free and independent Republic of Korea. 
Clearly they hoped tosweep through South Korea while we and 
our partners in the United Nations debated what to do. 

The North Korean force was well designed to carry out 
such a plan. It included a small and well-trained Air Force, 
consisting principally of World War II Russian airplanes, 
which could have been extremely effective if the Republic 
of Korea had been left to stand alone. 
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But instead of debating, this nation acted, in concert with 
the United Nations. First our air and naval forces in the Far 
East were committed. Then our small army of occupation in 
Japan was moved as rapidly as it could be deployed across 
the Korean peninsula. 

Before the battle was more than a few weeks old, our Air 
Force had eliminated the North Korean Air Force, destroy- 
ing or damaging more than 150 of its aircraft. 

Even so, the momentum of the enemy’s initial attack was 
sufficient to carry him all the way to the tip of the Korean 
peninsula. There, on the Pusan perimeter, our ground de- 
fenses were consolidated, and the gallant stand of the 
ground forces, under the late General Walker, paved the way 
for the defeat of the enemy Army. 

With his Air Force destroyed, his Army brought to a dead 
stop and subjected along the length of his supply lines to the 
pounding of our unopposed air and naval forces, the first 
aggression began to crumble. The famous Inchon landing, 
made possible by our absolute control of air and sea, forced 
the enemy into precipitate retreat, and his Army disinte- 
grated into small retreating bands. 

Thus ended the first phase of the Korean war. 

But the Communists, as we all know, were not through. 
Writing off as lost their original outlay, they now prepared 
to raise the stakes. 

At this juncture, with our forces approaching the Yalu, the 
Communist strategists, in another wholly unprovoked sur- 
prise attack, threw in a new and far more powerful instru- 
mentality of aggression, the Communist Army. A certain 
amount of mystery still attaches to the manner in which this 
new Communist force entered the war. 

Some think that it was hurriedly assembled and committed. 
But in any event, it was certainly large in numbers and was 
noticeably more primitive in its tactics and equipment than 
was the original North Korean Army. Nevertheless, by sheer 
weight of numbers and by a fanatical disregard for losses, 
this veritable “human sea” was able to push our smaller 
army all the way back to Seoul and beyond. 

Then in January, the U.N. Army made another stand. 

Collecting its strength. it passed over to the offensive, 
exerting a steady pressure which, sustained through the 
past summer and full, has finally pushed the enemy back of 
the 38th parallel, while establishing our forces in the good 
defensive position that we hold today. 

Thus the Communists lost their second bid, and victory 
was farther from their grasp than ever. 

Now, there is an interesting aspect to this sudden and 
massive Chinese intervention that has not drawn the atten- 
tion that it deserves. For a somewhat mysterious fact about 
it is that the Communist planners should have elected to 
commit their ground forces unreservedly, while carefully 
avoiding any serious commitment of their then limited air 
power. 

In other words, despite the fact the North Korean Army 
had been grievously crippled by our armies and by our un- 
opposed air attacks, they chose to act as though air power 
were not a necessity in modern war. Indeed, in some respects, 
their approach to war had a decidedly nineteenth-century 
flavor, even to bugle calls and cavalry. 

Meanwhile, the construction of our air bases in South 
Korea was well along, and on them were established new 
units of light bombers and of jet fighter-bombers. 

From near-by islands we were operating three groups of 
medium bombers, one of which had gone into action only 
four days after receiving orders to move from its base in 
the United States. 

As early as last winter, even while the Communist forces 
were still driving southward, we knew that the Chinese 
Communists were assembling a jet-fighter force as rapidly as 
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possible. So they must have recognized all along that while 
they might achieve success with a primitive mass army, they 
could not hope to succeed with an obsolete air force. , 

After all, the fate of the North Korean Air Force must 
have been fresh in their minds. 

At this stage of the war, the only jets that had so far been 
disclosed by the other side were a few MIG’s that appeared 
on the airfields just north of the Yalu River. These turned 
up about the time the Chinese forces began to cross the 
Yalu, and their- initial operations were confined to defending 
the Yalu bridges against our B-29 attacks. 

As a matter of historical record, it was on November 8~ 
just about a year ago—that a United States Air Force fighter 
pilot won the first victory of jet combat by shooting down a 
MIG in this area. As time went on, the number of MIGs 
poised on bases across the Yalu and elsewhere in Manchuria 
increased steadily. But for some months the enemy declined 
to risk them against our Air Force out of sight of the Yalu 
bases. We fought whenever they were willing to fight. 

They were troublesome only along the Yalu. They never 
interfered with our increasingly effective bombing and straf- 
ing of Communist troops and supplies the length and breadth 
of North Korea. 

By midsummer of this year, a stabilized line had _ been 
achieved on the ground, with our forces deployed in posi- 
tions, for the most part, of their choice. The crisis on the 
ground having passed, it was no longer necessary to devote 
the major weight of our air power in countering enemy at- 
tacks upon our infantry. 

And in place of a strategy of improvisation, of dealing 
with the day’s emergencies produced by the enemy’s initia- 
tive, it now became possible for us to introduce, systemati- 
cally and on a more extensive scale, a form of air attack cal- 
culated to rob him of further offensive power. 

This we proposed to do by a relentless day-and-night at- 
tack upon the essential means and sources of supply avail- 
able to the enemy—that is to say, the railroads and _ roads 
serving his front, the vehicles moving upon them, as well as 
the battle stocks in transit. In this manner we proposed to 
produce a slow strangulation not necessarily of the enemy 
Army as such, but rather of his power to take the offensive. 
The military term for such an operation is air interdiction. 
It was used in Europe with brilliant effect on several occa- 
sions during World War II. We refer to this air campaign, 
which began in August, as Operation Strangle (Korea). 

Day after day our F-84s have ranged over the enemy’ 
vital supply route, blowing up tracks, destroying bridges 
and preventing movement by daylight. For 100 miles be- 
hind the enemy’s most forward positions no through rail 
traffic has moved for weeks. His Army has become depend- 
ent for supply upon trucks, moving entirely at night. As 
this night road traffic developed, our B-26 light bombers, op- 
erating with a precision and regularity hitherto unknown in 
darkness, have ranged over the roads, disorganizing the con- 
voys and destroying great numbers of trucks. Thus, while the 
fire power and fighting ability of our ground troops have 
forced the enemy to retract his boast that he would soon 
push them into the sea, United Nations air forces have de 
veloped an increasingly effective round-the-clock operation 
that has cost him more and more of the transport and battle 
equipment that he values above the lives of his troops. 

Obviously the enemy could not continue indefinitely t 
absorb such punishment with no other answer than futile at 
tacks against our firm battle lines. Once before he had been 
forced to raise his stake to avoid defeat. He had made vastly 
increased commitments of forces and equipment in order t0 
prevent the frustration of his aims. 

He had, as we have seen, even gambled on fighting his 
war in reverse, on the occasion of the intervention of the 
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Communist Chinese Army, by committing his ground forces 
well ahead of an extensive commitment of his Air Force. 
But this gamble, despite the huge numbers of ground forces 
available to the enemy, also had failed. Therefore, at this 
juncture, if he were merely to hold his Army in position, he 
would have to lift from its back, if he could, the crushing 
weight of our air attack. 

And this he could hope to do only by committing the air 
power that he had been rapidly accumulating behind the 
Yalu. 

Whether from mistrust or frugality, the Soviet Union had 
never previously presented a satellite with a modern air 
force. But as it became obvious that Chinese armies would 
have difficulty surviving in Korea so long as the United Na- 
tions exercised full control of the air above them and their 
su, ,.y routes, the Soviet Union suddenly became more lib- 
eral with its air power. 

Once more the stakes were raised—this time the blue 
chips appeared. The Chinese Communist Air Force was 
built up and modernized faster than any air force has ever 
been built or modernized before. No doubt part of it is au- 
thentically Chinese, but the speed of its development sug- 
gests that it must have been largely imported. Certainly the 
jet aircraft themselves are Soviet. 

In September they began to appear in increasing numbers 
south of the Yalu, only a few weeks after our own Air Force 
had begun the systematic strangulation of the Communist 
armies. 

During October, twice as many MIG’s were sighted as in 
September, and they ranged farther to the South. This 
month they have been committed in still greater numbers. 
In addition to increasing by hundreds the number of MIG 
sorties across the Yalu, the Communists have done some- 
thing else. 

They began to build, about this time, a number of jet- 
aircraft bases farther to the south and inside North Korea 
itself—additional evidence, it can be assumed, of their de- 
termination to break, if they could, the grip of Operation 
Strangle. Our B-29 medium bombers have kept these bases 
out of operation while our F-86 fighters, although consider- 
ably outnumbered, have been able to challenge effectively 
these new swarms of MIG’s. 

Herein lies the significance of the air battles over Korea 
in recent weeks. Our score in MIG’s shot down, although 
impressive, is not in itself a true measure of our success. 
The important fact is that the MIG’s are kept busy by Air 
Force fighters. Meanwhile Air Force and Naval air opera- 
tions against enemy transport and equipment on the ground 
have continued without serious interruption. 

So the enemy’s third successive investment toward vic- 
tory has failed to pay off. However, it should be noted that 
even this third and valuable investment by no means repre- 
sented the ultimate in air power that the Soviet benefactor 
might present to his Chinese protégé. The MIG is essen- 
tially a defensive fighter. It is designed primarily for high- 
altitude interception. As presently constituted, the Com- 
munist Chinese Air Force, composed principally of MIG’s, 
is primarily a defensive Air Force. 

Now it might seem at first glance a foolish idea on the 
enemy's part to attempt to win control of the air with purely 
defensive airplanes, even in great numbers. For while it may 
be possible to hold a line on the ground even with small 
forces, in the air no line can be drawn—no part of the air 
space can be sealed against infiltration, regardless of the 
tumber of airplanes available to defend it. However, a con- 
centrated air defense can be reasonably effective, where, as 
i North Korea, only a few hundred thousand cubic miles 
of air space are involved. 

Consider the enemy’s advantages for defense in the Ko- 
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rean situation. The supply routes leading through North Ko- 
rea that are vulnerable to air attack cover a very small area—an 
area that can be traversed in a matter of minutes by jet air- 
craft. In consequence our bombers have little opportunity for 
tactics of surprise, diversion, or any of the maneuvering which 
proved so effective in air campaigns of the past. In this re- 
stricted situation, defense is far easier than would be the case 
where there is a wide choice of targets over a broad area. 

In view of these facts it is clear that the énemy’s attempt 
at a defensive strategy in the air while pursuing an offensive 
strategy on the ground was not without logic. For, if he 
could loosen the grip of our air interdiction campaign, he 
might then regain his lost initiative on the ground, without 
enlarging the war. But so far, despite the advantages ac- 
cruing to the defense in this narrow area of air warfare, the 
initiative in the air is still ours. The superior skill and fighting 
ability of our crews, their superior armament and electronics 
equipment and ability to operate under all conditions of 
weather and darkness has insured the continued success of 
the United Nations air campaign over North Korea. 

Given the present situation, it seems obvious that the 
Communist enemy in Korea must either agree to a truce or 
again step up his investment by throwing in new forces. Ob- 
viously one kind of a force that could offer a solution to his 
problem would be an offensive Air Force. 

However, in this connection it will be remembered that 
while we have scrupulously avoided attacking targets inside 
Manchuria or China proper, the enemy Air Force has also 
refrained from air attacks on our troops and air bases in 
Korea. In other words, while we have pressed a continuous 
air offensive clear to the Yalu, the enemy has never taken 
the offensive in the air. 

But let us not delude ourselves. Our enemy has not so re- 
strained himself out of any respect for the international 
proprieties and certainly not out of kindness. It is far more 
likely that the self-restraint he has exercised derives from 
his respect for our ability to retaliate. 

The world knows where this nation stands—we stand for 
peace. Plainly, the choice of whether there is to be peace or 
more war rests with the Communists. But their actions are 
not altogether consistent with a firm expectation of peace. 
There is evidence, for example, that they are constructing 
additional air-base facilities and radar installations not only 
in the Manchurian stronghold but also inside China itself. 
Therefore, even as we hope and work for peace, we must 
prepare for all possible contingencies. Of one thing we can 
be sure: The Communist aggressor will return to the attack 
only if he decides we are weak. The thing he respects is 
strength in being and not strength in prospect. 

If the enemy had not miscalculated in Korea, if he had 
committed at the outset forces of the magnitude that he has 
now thrown into the struggle we would have been extremely 
hard pressed, to say the least, to hold our positions. If now 
he should decide against peace we cannot count upon his 
repeating the same blunder. He has already confronted us 
in Korea with a defensive Air Force of modern design. He 
has progressed from a nineteenth-century kind of war to a 
mid-twentieth-century kind of war, complete with jet air- 
craft, radar and other military paraphernalia of the times. 

So far we have held him at bay. As regards the future: 
For myself our continuing responsibilities are clear and I am 
in full accord with the thought General Ridgway asked me 
to bring back from Korea. 

The thought was: Whatever the outcome of the negotia- 
tions at Panmunjom, we cannot relax our efforts to build 
our strength. 

(Above is the text of the principal part of an address by 
General Vandenberg before the California State Chamber of 
Commerce at Los Angeles, Nov. 29, 1951.) 
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Scandals Issue: Hotter and Hotter 
Drive to Beat Truman Just Getting Started 


“Pendergast politics’ is com- 
ing back to haunt the Democrats 
in 1952. That's the issue being 
built by new scandals. 

As opponents see it: Truman 
set the pattern years ago. He 
befriended old machine men, 
openly punished their enemies. 

Now scandals are popping. 
Will a cleanup by Democrats 
hush things? Republicans will try 
to keep up the exposé pace. 


Scandals are developing rapidly 
into a major issue of the 1952 presi- 
dential campaign. All present signs 
suggest that revelations otf corrup- 
tion in Government will go on 
through much of the year ahead. Re- 
publicans now teel that congressional 
committees can give them the am- 
munition they need to capture the 
White House. 

In the past, parties in power usually 
have been able to nullify charges of 
corruption by taking forthright action. 
President Truman is doubtful that voters 
will follow Republican charges of cor- 
ruption in the face of a scandal-uncover- 
ing operation of his own. The purpose of 
such a move would be to clean house 
publicly, try to block use of corruption as 
a 1952 campaign issue. 

Politicians say, however, that there is 
no certainty that this would work. They 
feel that the situation is getting out of 
hand. New and important names are 
being drawn into the charges dumped 
before congressional committees. There 
are continuing hints that new disclosures 
lie ahead. No one knows what explosions 
may occur, now that the train of powder 
has been set off. 

Republicans, encouraged by the show- 
ing of recent elections in which many 
votes turned on the findings of the Ke- 
fauver Crime Committee, are preparing 
to hammer away at the drive to unearth 
new scandals and keep the issue alive. 

Democrats are in control of Congress. 
This means that Republicans cannot ai- 
ways Call the turn of investigations. But, 
with the aid of a Southern Democratic 
group that is antagonistic to the Ad- 
ministration on most matters, the Re- 
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publicans can blast open most subjects 
that they want to pry into. 

Republicans are taking the line that 
the pattern for the present scandals was 
set far back in the first Administration 
of Mr. Truman. Consequently, they are 
seeking new inquiries into political 
manipulations, into ship and surplus 
property sales, into the work of the 
Justice Department, into warehouse 
leases and the manner in which taxes 
have been collected. 

Into this pattern, they fit the actions 


ot Mr. Truman during the first months 
atter he moved into the White House. 
The President refused to reappoint 
Maurice M. Milligan as district attor- 
ney at Kansas City. Mr. Milligan was 
the man who sent boss Tom Pendergast 
to prison for tax evasion. Thus, Repub- 
licans say, the Président punished an 
honest prosecutor ‘and set a precedent 
for the future. 

Before he had been in the White 
House a month, Mr. Truman began issu- 
ing pardons to former members of the 
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4 Republican Campaign 
mt) Ammunition for 1952. 


VOTE F RAU DS: 258 workers for the Pen- 


dergast machine sent to prison for vote frauds 
in 1936. President Truman refused to reap- 
point district attorney who prosecuted frauds, 
pardoned many Pendergast men sent to jail. 
New frauds were charged in 1946, and 7] 
were indicted. Mr. Truman had paid his dues 
in the Pendergast organization and wished 
it success. 


TAX EVASION: The late Tom Pendergast was sent to prison 


in 1939 for tax evasion. Mr. Truman commuted the sentence of 
an Indiana gambler who had evaded income taxes. He par- 
doned a movie magnate who had evaded taxes and made big 


INFLUENCE P EDDLING: Fortunes were made by five per- 


centers with White House entrée. Millions of dollars were made 
by insiders in deals for war-built ships. Other millions in RFC 
loans went to men who hired the right political lawyers. Inflv- 
ence wangled jobs, contracts, ships and loans. 


SPECULATION: A White House official and several hundred 


other Government employes were found speculating in 
commodity markets at a time when the President was apped: 
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Pendergast machine. Old political asso- 
ciates began bobbing up in Washington. 
They got jobs in the presidential entou- 
rage. They asked for special favors for 
friends. An old Pendergast friend went 
into the Democratic National Commit- 
tee. Men who had given money to the 
Committee began to get favors. 

A movie magnate who had been a 
heavy party contributor and had evaded 
income taxes was pardoned. Two former 
Pendergast men wangled a commutation 
of sentence for an Indiana gambler who 
had evaded income taxes. A onetime 
campaign manager for Mr. Truman 
talked a Justice Department official into 
transferring two Capone gangsters from 
the Atlanta prison to Leavenworth. There 
they would be closer to Chicago. 

On Dec. 7, 1945, Mr. Truman sent a 
letter to his old friend, Jim Pendergast, 


nephew of Tom, who then was trying to 
piece together the fragments of his 
uncle’s political machine. The President 
paid his dues in the political organiza- 
tion and said he hoped the outfit still 
was “going good.” 

New demands are rising for a fresh 
study of the events surrounding the 1946 
Democratic primary in Kansas City. 
There was an outcry after four machine- 
dominated wards in Kansas City threw 
the nomination to Mr. Truman’s hand- 
picked candidate for Representative. 

T. Lamar Caudle, now involved in the 
tax inquiry, then was in charge of the 
criminal division at the Department of 
Justice. Tom Clark, now Associate Jus- 
tice of the Supreme Court, was Attorney 
General. And Sam M. Wear, a friend of 
Mr. Truman, was district attorney in 
Kansas City. 
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TAX SCANDALS: Six of 64 collectors of internal revenue 


were removed or quit under fire. More than 350 other tax men 
went out in a shake-up involving tax frauds and irregularities. 
Some had fixed taxes. Some had collected fees. There were 
charges of bribery. 


MIXED JUSTICE: Highly placed Government prosecutors 


were charged with going easy on their friends and on those 
who made the right contacts. A large-scale extortion attempt 
was charged. Testimony indicated cases could be fixed for men 
who paid the right people. 


GET. RICH- QUICK: Fortunes were made in ship deals. Other 


fortunes came from leasing Government-owned warehouses 
and renting them back to the Government. Arms orders, hotel 
sales, plant sales, all sorts of things bought from or sold to the 
Government gave fortunes to the lucky men who had contacts. 
They bought cheaply from one Government agency and sold 
at high prices to another one. 


CRIME AND POLITICS: Charles Binaggio, a Democratic 


leader in Kansas City, paid off his political workers by setting 
them up in the gambling business. Binaggio died in a blast of 
gang gunfire, his assassins never were found. 


JOB SELLING: Administration Democrats were found by a 


ngress committee to have sold post-office jobs in Mississippi. 


GIFTS: The Comptroller General said it was common practice 
by many high Government officials to accept gifts from those 
with whom they dealt. Several generals were removed from 
Procurement offices, many civilian employes were fired, for 
doing so. There were stories of mink coats, airplane trips, tele- 
Vision sets, free vacations in luxury hotels, liquor, other things. 
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Republicans complained that these 
three officials had a great deal of trouble 
finding enough evidence to prosecute. 
J. Edgar Hoover, head of the Federal 
Bureau of Investigation, told a Senate 
committee the FBI inquiry had been lim- 
ited under orders from Mr. Clark to ask- 
ing questions of six men. When a grand 
jury finally got into action, it indicted 71 
persons. But the evidence was stolen 
from the vaults in the Jackson County 
courthouse and the FBI did not catch 
the thieves. 

These are just a few of the things 
that the Republicans want to throw 
more light upon. There are pressures 
now to revive and broaden the inquiries. 

A long-forgotten story of ship deals 
and fortunes that were made in them is 
ready to be revived. A glimpse back of 
a quickly dropped curtain provided a 
picture of a handful of favored men 
turning a small investment into a hasty 
fortune. 

Republicans are pressing for a closer 
look at new phases of the disposal of the 
billions of dollars of war assets at the 
end of the war. Here, billions of dollars 
in property went at bargain prices, some 
of it to be sold, or rented, back to the 
Government almost overnight for large 
profits. Fantastic profits went to favored 
men, Republicans say. 

And, in the wake of the present in- 
quiry into the Bureau of Internal Rev- 
enue, with testimony that some men 
were prosecuted for tax irregularities 
and some were not, Republicans are de- 
manding a look into the work of the Jus- 
tice Department. They think that it 
might provide interesting campaign 
ammunition. 

The urge is to get a re-examination 
of many of the doings in the period at 
the end of the war. Money was flowing 
easily. The Administration and its friends 
were all-powerful. They held money, 
power, jobs, ships, loans, contracts for 
all sorts of things. The influence men 
flourished, and there was a disposition 
of one friend to help another. Republi- 
cans want to get a closer look at what 
happened in this period. 

For Republicans contend that the 
pattern was set early. Mr. Truman es- 
tablished the precedent that he would 
stand by his friends and would punish 
those who took issue with them, ignoring 
the charges that were raised against men 
who he felt were loyal to him. 

Thus, Republicans say, the practice 
spread through the Government. And 
they add that, even though Mr. Truman 
is not personally involved in the scandals, 
he did create the atmosphere in which 
he looked after his friends and his friends 
looked after their friends. This is becom- 
ing the substance of the new campaign 
issue. 
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=—=with JOHN B. DUNLAP 


Commissioner, Bureau of Internal Revenue 


SHAKE-UP IN TAX BUREAU 













EDITOR’S NOTE: What has the Bureau of In- 
ternal Revenue done to answer charges of irregu- 
larity? 

How does the Bureau police itself? What has 
been done to restore confidence of taxpayers? 

Answers to these and other questions were 
given by John B. Dunlap, Commissioner of In- 
ternal Revenue, at an interview with our editors 
in the conference rooms of U.S. News & World 
Report. This interview follows one in last week’s 
issue with Senator Williams (Rep.), of Delaware, 
one of the Bureau’s strongest critics. The ques- 
tions and Mr. Dunlap’s answers follow. 





JOHN B. DUNLAP, who entered the Internal Rev- 
enue Bureau 18 years ago, was born in Dallas. He 
attended Southern Methodist University, got a de- 
gree in business administration. His first work for 
the Bureau was as assistant deputy collector in 
Dallas. 

During World War II, Mr. Dunlap saw combat 
with the Army in the Aleutians, rose to brigadier 
general. After the war, he returned to Dallas, be- 
came collector of internal revenue, then agent in 
charge. He came to Washington in April of 1951 
to organize a tax-fraud campaign against racket- 
eers, was appointed Commissioner on August 1. 































Q Has there been, Mr. Dunlap, in the Internal Rev- 
enue Bureau in earlier years any evidence of person- 
nel problems such as you now have? 

A There has always been and always will be in an 
organization the size of the Bureau a certain number 
of personnel cases occurring every year. 

Q Can you give us a complete summary of what 
has been done? 

A The Bureau has always been diligent about 
checking the conduct of its employes. I have never 
given out these figures before but I brought them with 
me. 

From Jan. 1, 1946, to Nov. 28, 1951, we initiated 
1,118 personnel investigations of all kinds. 

These investigations resulted in 154 removals, 202 
forced resignations, 308 disciplinary actions, and 189 
acquittals. 

Two hundred sixty-five of the investigations are 
still pending in the field. 

Q What about the six collectors who have been 
fired or resigned recently? Would you say there was a 
fault in your detecting services that they weren't 
caught earlier? 

A Decisive action in each case was taken as soon as 
the Bureau could develop the facts. In the Boston case, 
the investigation was begun on March 30, 1951; the 
preliminary report came in on June 26, 1951; the 
collector was suspended on June 27, 1951; and he 
was separated from the service on July 16, 1951. 
Since then he has been indicted. It was a tough in- 
vestigation and it took lots of hard digging to de- 
velop the facts. 

Q What about the collector in St. Louis? 
A The special agents began their investigation on 
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Nov. 20, 1950. They submitted their report on Feb. 
19, 1951, and the collector resigned on April 14, 1951. 
He has since been indicted. 

Q What about the one in Brooklyn? 

A We began investigating him on Dec. 4, 1950. The 
report came in on Oct. 11, 1951, and we took his resig- 
nation on Oct. 23, 1951. 

Q That leaves Tennessee and a couple of others. 
What about them? 

A In Tennessee, we began to hear rumors and wt 
started investigating on Aug. 9, 1951. The report came 
in on Oct. 17, 1951, and the collector was suspended 
on Oct. 22, 1951. We accepted his resignation on Nov. 
5, 1951. This was strictly a medical case. 

Q And San Francisco? 

A We started our investigation of the San Francisco 
office in April, 1950. As a result of our initial in 
vestigation three employes were suspended in Novem: 
ber, 1950. Two were ultimately dismissed and one wai 
reinstated. We continued our surveillance of the office 
and on Sept. 27, 1951, we suspended the collector an¢ 
several of his assistants, and the separations becamt 
effective on November 28. 

Q That leaves only the Third New York Di 
trict? 

A The Bureau had been operating that office with: 
team of experts ever since March 28, 1950. The offic 
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was simply inept, was then replaced by the appoint- 
ment of a successor. 

Q You haven’t said whether or not you thought 
there was a fault in your detecting services. 

A The only fault I would say it had was that it only 
had about half as many people as it needed. 

Q Do many of the collectors have outside business 
activities? 

A We have 60 collectors, 3 acting collectors, and 
1 deputy collector in charge, a total of 64 men head- 
ing collectors’ offices. The acting collectors and the 
deputy collector in charge, of course, are career em- 
ployes who have no outside business interests what- 
soever. Of the 60 collectors, 35 have no other busi- 
ness activities. Ten out of this 35 are career Govern- 
ment employes with long service records. 

Of the remaining 25, interests in businesses which 
require none of their official time are owned by 11. 
They devote full time to their positions as collec- 
tors, and the type of business interests they own 
do not in any way conflict with the Government’s 
interests. 

The other 14 collectors own interests in business 
which require from 114 to 40 hours per month of 
their time. These collectors, although they know it al- 
ready, have been told unmistakably that their other 
business interests cannot conflict with the Govern- 
ment’s interest in any respect, and that any time de- 
voted must be charged as official annual leave. 


Outside Activities 

Q Outside of the matter of time, does the Bureau 
frown at all on outside activities? 

A Under the present regulations they can have out- 
side business activities, provided those activities are 
not of such a nature as would conflict with the Gov- 
emmment’s interest in any way. 

Q Who decides whether they conflict? 

A In the past it has been decided on the Commis- 
sioner’s level. The collectors who have been ap- 
pointed in the last few months have been required to 
ptomise the Commissioner and the Secretary of the 
Treasury that they would: engage in no outside busi- 
ness activity whatsoever. Recently appointed collec- 
tors all have been appointed with that understanding 
—they are full-time collectors. 

Q How much are your fieldmen paid? 

A Deputy collectors now start at $3,410 per annum. 
Internal revenue agents start at $4,205. These rates in- 
clude the new 10 per cent pay increase granted by 
Congress. 

Q Do you think that some of the men may accept 
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employment only to receive training for work outside 
later on and may possibly ingratiate themselves with 
taxpayers, with the idea of making professional or 
business connections later on? 

A My experience as an internal revenue agent in 
charge doesn’t indicate that. The type of people who 
are hired away from us are usually those boys who 
lean backward trying to do a good job, who are 
straightforward and businesslike in their methods 
and don’t try to go around making friends with the 
taxpayers with the idea of being offered a job. They 
have done some of our best and most outstanding 
work. Business firms hire many of our agents after 
they have acquired two or three years’ experience. 


Rules for Resignations 

Q Some government agencies have a rule prohibit- 
ing an employe from taking work for a period of a 
year or two after they leave its employ, with a firm 
with whom the agency has done business— 

A Well, the Bureau of Internal Revenue has such a 
rule—that any man who has worked on or been 
connected with a case cannot represent that taxpayer 
before the Bureau for a period of two years.:- 

Q But can he take employment with them? 

A Oh, yes. 

Q There is nothing you can do about it? 

A Oh, no, we couldn’t control our people that way. 

Q Have you had a chance to go back and see what 
all the intelligence units were reporting during the 
four or five years before you became Commissioner? 

A We have checked completely the files of all col- 
lectors to be certain their backgrounds and records 
are clear to date. 

Q Is the House Committee asking for those old re- 
ports and doing that checking too? 

A Yes. We have made available to the King 
subcommittee of the Ways and Means Committee 
every personnel file that the Bureau has from the 
year 1945 up to date, and in some few instances be- 
hind that, where they wanted specific cases. 

Q How many Assistant Commissioners are there? 

A Two. 

Q Do they rank higher than a Deputy Commis- 
sioner? 

A Yes. There are two Assistant Commissioners, 
one Assistant to the Commissioner, and five Deputy 
Commissioners, each in charge of a division of the 
Bureau. 

Q The Assistant Commissioners—what are their 
responsibilities? 

(Continued on page 26) 





A One is Assistant Commissioner in charge of op- 
erations. 

Q What does the other Assistant Commissioner do? 

A The other Assistant is in charge of technical 
matters. 

Q What are they? 

A Legislative proposals, regulations, rulings, court 
decisions—every technical matter or problem. 

Q What does “operations” include? 

A Operations include the actual operations of all 
the divisions of the Bureau and all of its branches. 

Q He is like executive vice president? 

A That’s right. 

Q He’s really No. 2 man then, in the setup? 

A Not necessarily—both of the Assistant Com- 
missioners are of equal rank, and either one of them 
can be considered the No. 2 man. 

Q Is it possible for any of the high-level men like 
yourself and one or two Assistant Commissioners to 
be unfamiliar with the intelligence reports? When an 
intelligence report comes in—a suspicion of trouble or 
malfeasance—is it possible for those reports to be 
pigeonholed without either of the Assistant Commis- 
sioners or the top Commissioner knowing about those 
reports? 

A Yes, sir, it is. But it is highly improbable. 


Tighter Supervision 

Q Could it be kept from the Commissioner, do 
you think? 

A One of the things I have done is to establish an 
inspection service to insure that nothing like that can 
happen. That is a weapon that no Commissioner has 
ever had before. The chief of the inspection service is 
my right-hand man. His job is to keep the Commis- 
sioner advised of everything that is going on; to see 
that his men know the score in every division; to keep 
under control all field unit investigations; and to 
make such special investigations as the Commis- 
sioner may wish him to make. He supervises the 
operations of all of our other field inspection services 
and reviews their reports. Up until this force was 
established there was no knot to tie all the informa- 
tion together. 

Q You discovered that such a tool was needed 
when you came into the Bureau, or were you told 
it? 

A I don’t know that I discovered it. It was some- 
thing that everybody was more or less familiar with 
and everyone realized the problem, but we needed to 
take immediate steps to effectuate it. 

Q Has there been some suspicion that under the 
old system there could have been suppression of intel- 
ligence reports? 

A I never heard of any. In that respect you’ve got 
to recognize the character of the man who has been 
the head of the intelligence unit. I don’t believe that 
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the head of that unit is the type of man who would 
ever knowingly suppress anything. 

Q He might not be, but couldn't it be perfectly pos- 
sible for these reports to be pigeonholed somewhere 
so that people who are in trouble in the Bureau 
wouldn't get into trouble? You said a little while ago 
that it was improbable that it would be suppressed by 
anyone high up, but wouldn’t it be possible for that 
to go on, year in and year out, without getting to the 
top level? 

A I don’t think so, because every case is what we 
call “jacketed.” It is a term that may not mean any- 
thing to you but it means that it is given a formal in- 
vestigative status. In other words, it is placed in a 
numbered jacket. A complete record is kept on each 
jacket, and a report must come in on it. All you would 
have to do to check up would be to see if there is a 
jacket number missing. 


How Bureau Is Checked 

Q How would you account for the fact that some of 
these irregularities are supposed to have started many 
years ago and the intelligence unit was supposed to 
have dug them up and yet nothing has happened to 
them? 

A I don’t know of any pending personnel investiga- 
tions that started many years ago on which no action 
was taken. 

Q Do these intelligence reports generally cover the 
audit of collectors’ accounts and operations of collec- 
tors’ offices? 

A No. The investigations by the Intelligence Divi- 
sion are primarily devoted to wrongdoing or acts of 
misconduct on the part of officials and employes of 
the Service. 

Q Then who audits or examines the operation of 
collectors’ offices? 

A We have had for many years an organization 
known as the Supervisors of Accounts and Collections 
which checks the affairs of our collectors’ offices. The 
supervisors operate much like bank examiners in the 
performance of their tasks. 

The analysis of the examination reports is one of 
the duties of the new Inspection Service. That Serv- 
ice is now getting copies of each of the reports of the 
Accounts and Collections’ Supervisors and will call 
to my personal attention any item which indicates 
that any collector’s office is out of line, and in which 
appropriate corrective action has not been taken by 
the responsible officials. 

Q Could it be that in the past there may have been 
a hesitancy to move against some of the collectors be- 
cause, as political appointees, they might have some 
political power? 

A There may have been such a tendency in the past 
to treat those people more or less with kid gloves. We 
have completely reversed that trend—we pull 10 
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punches and take immediate corrective action any- 
where there is anything wrong. 

Q Should they be made, more formally, Civil Serv- 
ice employes? 

A Unquestionably. 

Q I suppose the personnel of the Bureau is pretty 
well upset by this whole episode? 

A Yes, they are. I am very upset about it. Every- 
body working on our problems will continue right 
down the middle and get them solved as quickly as it 
is humanly possible to do it. I want no punches pulled 
by anybody in doing it. The quicker it is done the 
better it is going to be for the public and everybody 
else concerned. I realize that more deeply than anyone, 
and am of course more anxious to see it accomplished 
than any one. 

Q A good many people reading the headlines have 
gotten the impression that the Revenue Service is 
shot through with wrongdoing. What is your general 
feeling about the extent of irregularities? 

A My personal feeling about it is that there is 
no excuse for the things that have happened. They 
must be corrected and are being corrected, and 
will continue to be corrected until every sore spot 
has been taken out of the picture. I say there is 
no excuse for not doing that and for not doing it 
quickly and firmly. But I never lose sight of the fact 
that the collection of the internal revenue must go 
forward. 

I do not believe that the vast majority of our people 
are involved in this matter in any way. I have seen 
enough of them and worked with them enough to be 
fully confident that more than 9914 per cent of them 
are as fine people and as honest people as you would 
find in the world anywhere. They are just as fully de- 
voted to their duty as any employes you could find in 
any business. It’s a shame that those who have gone 
wrong have blackened the entire reputation of those 
who are trying to do an excellent job. 

I feel that the Internal Revenue Bureau as a whole 
is in a healthy condition but will be in better shape 
as soon as we clear up the rough spots which we know 
we have. This we intend to do in the shortest possible 
order. I will never lose faith in the people in the In- 
ternal Revenue Service. 


Co-operation of Congress 

Q Is it helpful to have investigations going on in 
Congress at this time? 

A I think that it focuses the attention of the public 
and the Bureau people themselves on their deficiencies 
and I think it is a healthy thing. I never object to my 
boss looking me over. 

Q Do you feel that the Congress as a whole is co- 
operating satisfactorily with you in your attempt to 
straighten out the affairs of the Revenue Service? 

A In talking with many of the members, I get the 





A DECEMBER 14, 1951 


.-. ‘I have cautioned them not to crucify the taxpayer’ 





distinct impression that they are anxious to co-oper- 
ate with me in placing the Revenue Service beyond 
suspicion. 

Q Do you think this controversy will result in in- 
ternal revenue agents feeling that they’ve got to lean 
over backward in handling taxpayers’ returns? 

A I have cautioned all our field offices that we must 
not allow that to happen. We must go through this ex- 
amination of our operations and still conduct the 
Government’s business fairly to both the Government 
and the taxpayer. The problem which I have particu- 
larly cautioned them about was that they must con- 
vince their agents, their conferees, their appellate staff 
members and all others who have to do with the clos- 
ing of tax cases, that they must not be afraid to close— 
that they must go ahead and close them in their nor- 
mal manner, without allowing cases to stack up—or 
lean over backward in the Government’s favor and 
crucify the taxpayer. 

What I was afraid of was that our executives in clos- 
ing cases would become so jittery that they would 
hesitate to close a case which normally they would 
close in a routine manner. I am very much afraid, 
however, that this very thing is happening. It will re- 
sult, if we are not able to offset it by talking to our 
people, in cases not being closed because of fear of 
criticism. If this happens, the Tax Court is going 
to be overturdened. I’ve noted some repercussions 
from the Tax Court already—their docket is becom- 

ing so overcrowded they don’t know what they’re 
going to do. 


Aim: Normal Handling of Cases 

Q Are you familiar with the consequences of the 
famous Couzens’ Committee investigation of Internal 
Revenue back in the ’20s when it was common talk 
among tax lawyers that that was exactly the effect of 
the Couzens investigation? 

A No, sir, that was a little before my time. I don’t 
know anything about it. All of us are trying to keep 
that very thing from happening. We realize that it 
may happen and it possibly is happening, but we are 
doing everything we can to have all cases handled in 
the normal way. 

Q Have you a free hand from the President and the 
Secretary to clean up the Bureau as far as may be 
necessary? 

A Absolutely. 

Q Are you keeping both the President and the 
Secretary advised of all these steps you are tak- 
ing? 

A I keep the Secretary advised but I have very little 
occasion to see the President. I am certain the Secre- 
tary keeps him posted. 

Q Do you feel that there will bé some further re- 
forms in your procedures as you go along? 


(Continued on page 28) 
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. « - ‘Management staff has been materially strengthened’ 


A Yes. That’s a major field of operations with us 
right now. There are many improvements to be made. 

Q Could you tell us some of the measures that are 
being considered? 

A Yes, I have, of course, already announced the 
streamlining of the Income Tax Division, which will 
materially simplify its operations, materially cut its 
personnel, and result in better service to the public. 
Our tobacco tax section—tobacco taxes are collected 
somewhat like the alcohol taxes—has been com- 
bined with the alcohol tax unit to form the new Alco- 
hol and Tobacco Tax Division. 

We have recommended to the President that the 
new Alcohol and Tobacco Tax Division be relieved of 
certain permissive functions foreign to the tax collec- 
tion and enforcement field. 

We have decentralized from the Employment Tax 
Division the auditing of the annual employment tax 
returns filed by employers of eight or more to the 
field, where they belong. Studies of all our other op- 
erations have been under way for many months, and 
we have now reached the point where material im- 
provements can soon be made in many of our other 
operating divisions. Our entire supervisory level will 
be materially strengthened under the guidance of our 
new inspection service. 

The management staff has been materially strength- 
ened and miscellaneous duties have been taken away 
from it so that it may devote its entire time to the 
study of our management problems and ways and 
means to improve the operation of the Bureau. 


Procedures in Top Office 

Q Getting back to these various cases that have 
been brought to public attention, do you have any 
reason to believe that there have been any irregulari- 
ties in the handling of matters in the top office, the 
Commissioner’s office, in the past years, prior to the 
time that you took over, for example? 

A I know of no such cases. 

Q What is the function of the Chief Counsel? 

A The Chief Counsel is the lawyer for the Bureau. 
He handles all legal matters that come into the Bu- 
reau, and prepares rulings and regulations. He ex- 
amines all cases recommended for prosecution. 

Q Does he prosecute the cases your office gives him? 

A No. The actual prosecution of the cases after our 
Chief Counsel looks them over is handled by the De- 
partment of Justice. They decide finally whether the 
cases will be prosecuted. 

Q And their decision is final? 

A Yes, it is final. We refer cases for prosecution. If 
the Department of Justice disagrees, they will so ad- 
vise us, giving their reasons in writing. If we agree 
with them, then the case is settled civilly. Now, if we 
don’t agree with them, we go right back and so state, 
possibly submitting additional evidence. After further 


consideration, Justice will finally decide for or against 
prosecution. 

Q With respect to information that members of 
Congress request, we hear that the rule is to submit 
that information only to chairmen of the committees. 
What ts the status of that controversy? 

A We will furnish to any Congressman or any Sen- 
ator the information to which he is entitled under the 
law. For instance, if a Congressman comes in with a 
letter attached to which is a letter from some tax- 
payer asking the Congressman to get him certain in- 
formation, we will furnish the Congressman the in- 
formation he requires. 

Q I don’t mean that. I mean where there is a fraud 
or a suspicion? 

A Under the laws passed by Congress itself, the Bu- 
reau of Internal Revenue can furnish information on 
no tax case to anyone other than a committee of Con- 
gress having jurisdiction over the Bureau of Internal 
Revenue, unless the President issues an executive or- 
der authorizing us to do so. There are two committees 
in Congress directly concerned with matters of taxa- 
tion. One is the Finance Committee on the Senate 
side. We furnish that Committee anything that they 
request. The other one is the Ways and Means Com- 
mittee on the House side, and we will furnish them 
anything that they want. We cannot furnish any in- 
dividual Congressman or Senator any Bureau files on 
tax matters of any kind or description whatsoever. 
If we did, we would be guilty ourselves of violating 
the law. 

Q If a Senator or Congressman finds some irregu- 
larity going on with respect to some Government 
employe in the Bureau, would you furnish him in- 
formation on that? Whether his charges are right or 
wrong? 

A We would make a complete investigation if he 
furnished us such information. We would not furnish 
him the files. We would furnish the complete file to 
either one of the two committees I mentioned. 


Restrictions on Data for Congressmen 

Q But you would tell him the result of your inves- 
tigation of Mr. X if he was an employe he suspected 
or from some letters that he had gotten from taxpayers 
saying that so-and-so was crooked, and he furnished 
you with that data he would get an answer as to 
whether that employe had been exonerated or whether 
he was on suspension or guilty? 

A That’s right, if he furnished the information to 
begin with. But no individual Congressman or Sena- 
tor is entitled to our personnel files except through 
proper committees. 

Q But you would tell them whether that individual 
had been cleared or not? 

A Yes. 

Q Has the size of your Bureau increased, and have 
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.- - ‘We have 27,000 front-line enforcement officers’ 


your problems increased by the attempt to enforce 
the gambling tax? 

A The enforcement of the gambling tax bids fair to 
be a major problem to the Internal Revenue Service. 
In order to enforce it properly we must have several 
thousand additional employes. Our problems in that 
respect were laid before the committees of Congress 
when they were considering the law. 

Q How many men do you have now? 

A We have approximately 57,000 employes, 27,000 
of whom are front-line enforcement officers. 


Effect of Gambling Tax 

Q Hasn’t the effect of this gambling tax been to 
put the bookies out of business? 

A According to the rumors that I’ve heard. 

Q How are they going to get their licenses? 

A It’s too early to tell. Under the law they have un- 
til the last day of November to buy the stamps and 
they have until the last day of December to file and 
pay the first returns under the 10 per cent section. So 
we don’t know what’s going to happen until both of 
these times have passed. 

Q Do you expect to make expenses on it? 

A Well, that depends upon what you call expenses. 
If the law will collect the 400 million dollars that 
Congress estimated it would, it would pay expenses 
because it will take 34 million to enforce it. But 
whether we will collect that much or not, I don’t 
know. We will do our best. 

Q What do you think of the report that a good 
many of the informants from whom members of Con- 
gress have derived information are personnel of the 
Bureau of Internal Revenue, that they turned over in- 
formation, either clandestinely or otherwise, to these 
congressional committees? 

A I know from my own experience that a lot of the 
information, letters, rumors, or whatever you want to 
call them that are going to people in Congress inter- 
ested in our affairs do come from Bureau people. The 
reason I know that is because we get hundreds of 
letters ourselves from every source all over the coun- 
try, and the writers of many of those letters make no 
bones about saying that they are employes or former 
employes. Regardless of their source, we check as best 
we can every single rumor we get through any letter 
that comes in. It doesn’t matter what the source or 
how serious they sound, it is immediately assigned to 
field investigation. 

Q Are your field agents allowed to have outside ac- 
tivities? 

A There is no law that would prevent any Civil 
Service employe from having an outside activity 
which would not interfere in any respect with his Gov- 
ernment employment. That could be either a conflict 
of time or a conflict of interest. None of our people 
can have any kind of outside employment which in- 
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volves accounting or bookkeeping work of any kind. 
They can hold such outside jobs—and many of them 
do right here in Washington—as filling-station at- 
tendants, clerks in stores, etc. 

Q Can they be tax advisers? 

A No. 

Q You mean you have accountants who act as fill- 
ing-station attendants? 

A I certainly do. Some of these accountants are 
working for $3,400 or $3,500 a year and have a wife 
and two children. They work all day Saturday and 
Sunday, as filling-station attendants. I have given 
many permission to do it. I have given many a one 
permission to work in stores that stay open at night 
or to clerk on Saturday or Sunday in some stores. 
Without it they couldn’t get by. 

Q You referred earlier, however, to some personnel 
that are well paid, didn’t you? 

A Our clerical personnel, I think, is paid on a par 
with private business. 

Q Which are these people who work in their spare 
time in filling stations? 

A These people are mostly field deputy collectors. 

Q Are they empowered to close cases? 

A Sure. They make investigations and close cases. 

Q They have rather important jobs at $3,500 a year, 
don’t they? 

A Yes, they do. 


Confidence in Local Agents 

Q This system of voluntary tax collection that we 
have in this country—that’s what it amounts to, de- 
pending pretty largely upon the public’s faith in the 
tax collector—do you think it has been shaken lately 
to the point where the system itself would be 
damaged? 

A No, I do not. Our men right now are taking a lot 
of punishment around the country on the field cases 
they work. Some of them are taking awful abuse. But 
throughout the country many local newspapers have 
written editorials, stating that “it may happen some- 
where else, but our collector is all right.” They have 
been very complimentary to their local collectors, 
even though we were having a rough time in some of 
the larger cities and the things which have happened 
were very bad. 

Most of our men are well and favorably known in 
their local offices. I don’t think that the American 
public is of such a type that you could mislead it or 
make it believe that the whole system is rotten because 
of the things that have been done by those who haven’t 
conducted themselves properly. 

Q You don’t think the taxpayer will be inclined to 
say to himself, “Well, the system seems to be to 
get away with whatever you can and I’m going to get 
away with mine?” 


(Continued on page 30) 
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. - « ‘Majority of our employes have been performing well’ 


A I have far more faith in the American public 
than that. 

Q Doesn't this whole thing come down to the mat- 
ter of individual honor and individual character, 
whether they’re employes of your Bureau or anyplace 
else? 

A Yes. 

Q If they’re honest people, whether they’re low 
paid or high paid, they'll perform? 

A That’s right. The point I’ve been making here is 
that the majority of them have been performing and 
performing well. 

Q Haven't most employes been rather strict about 
their relations with other people, the taxpayers? 

A Yes. 

Q Haven't you had a rule, or is it an informal rule, 
that they won't even take lunch with taxpayers? 

A The instructions of the Bureau to the employes 
provide that gifts or favors must not be accepted. 
While a lunch might not be considered a gift or favor, 
it is not good practice for an employe to fraternize 
with taxpayers or their attorneys, especially when the 


taxpayer’s case is under consideration. This is particu- 
larly true in the case of revenue agents engaged in the 
examination of a taxpayer’s books. I know that, gen- 
erally, the instruction is closely obeyed. 

QA _ centralized examination system out of 
'Yashington could never take the place of that 
sense of integrity on the part of the individual 
man, could it? 

A No. 

Q You have a different set of problems than that, 
for example, which the bank examiner would have, 
don’t you? You have a different sort of auditing prob- 
lem. You can’t possibly audit the relations of every 
man on your staff or the collector himself with out- 
side parties? 

A You mean in so far as our checking on our field 
agents? 

Q Yes. 

A The basis of our whole system must lie in our 
belief that our field men are honest and diligent in 
their efforts. And, of course, our whole effort is bent 
toward the objective to see that they are. 





In the four months since August 1, 1951, that 
I have been Commissioner of Internal Revenue, 
we have taken the following steps: 


1. Removed 62 officers and employes for cause. 

2. Called together all revenue officials throughout 
the country and personally informed them as to what 
| expected. 

3. Established an Internal Revenue Inspection 
Service. 

4. Required financial questionnaires and the audit 
of all tax returns of enforcement and other key 
personnel. 

5. Requested the Civil Service Commission to raise 
the minimum standards for appointment of enforce- 
ment officers. 

6. Undertaken the development of a better train- 
ing program for revenue employes. 

7. Wholeheartedly co-operated with the King 
Subcommittee in its investigations. 

8. Thrown open to public inspection the opera- 
tions of the Bureau through a Monthly Activity 
Report. 

9. Sought the co-operation of the public in re- 
ducing expenses of operating the Bureau through an 
appeal being transmitted to every taxpayer with his 
1951 income tax blank. 





Commissioner Dunlap Sums Up His Record: 


10. Completed the reorganization of the Income 
Tax Unit. 

11. Combined the tobacco tax and alcohol tax 
functions. 

12. Instituted a thorough survey of the alcohol tax 
operations. 

13. Made far-reaching improvements in the style 
and format of many tax return forms. 

14. Adopted the nomenclature for all branches of 
the Revenue Service recommended by the Senate 
Committee on Expenditures. 

15. Launched the administrative mechanism re- 
quired to administer the Revenue Act of 1951, includ- 
ing the wagering tax. 

16. Stepped up the tax drive on racketeers. 

17. Installed numerous operating improvements 
through increased emphasis on management and 
stimulated increased effort throughout the Service 
through vigorous leadership. 

18. Laid the groundwork for widespread future 
improvements in the operations and effectiveness of 
the Service. 

19. Issued a firm directive to every employe re- 
garding personal conduct and relationship with tax- 
payers. 

20. Publicly affirmed our determination to give to 
the people the type of Revenue Service to which they 
are entitled. 
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One of the major achievements of 
medical science is the progress that it has 
made against pneumonia. A recent study 
shows, for example, that for every person 
who now succumbs to pneumonia, three or 
four were claimed by it as recently as 15 
years ago. This gain has been made possible 
by improved methods of treatment—in- 
cluding increasingly effective medicines. 


Yet, pneumonia is still an important dis- 
ease—especially among infants and elderly 
people. It takes an annual toll of about 
50,000 lives. Doctors say that this toll could 
be reduced if the skills of medical science 
were used promptly—at the first signs of 
pneumonia. This is because the new anti- 
biotic drugs work best when given in the 
early stages of this disease. So, during the 
winter everyone should be alert to these 
warning symptoms of pneumonia: 


1. A severe, shaking chill followed 
by fever. 





2. Coughing accompanied by sharp 
pains in the chest. 


3. The appearance of rust-colored 
sputum. 


4. Difficult or labored breathing. 


Certain types of pneumonia may occur 
without these symptoms. However, if they 
do appear, call a doctor promptly, go to 
bed, and remain quiet. 


Remember, too, that a neglected cold— 
particularly if accompanied by fever only a 
degree or so above normal—may be a fore- 
runner of pneumonia. Even if fever does 
not occur, it is always wise to take care of a 
cold, especially one that “thangs on.” Stay 
home and rest if you can, eat lightly, and 
drink plenty of fruit juices and other liquids. 


While medical science can assure recov- 
ery from respiratory infections in a vast 
majority of cases, prevention is still largely , 


PROGRESS | 
AGAINST 
PNEUMONIA 


up to you. To guard against pneumonia — 
as well as colds, influenza, and other re- 
spiratory conditions—the following precau- 
tions are advisable: 


Try to build up your resistance: get 
plenty of sleep, avoid excessive fatigue, 
and eat a well-balanced diet. 


Dress warmly when going out, 
especially during cold, damp weather. 


Keep away from people who 
cough or sneeze carelessly. 


The wisest precaution of all, however, is 
to keep in the best possible physical condi- 
tion—for those with the most resistance and 
vigor have a definite advantage in avoiding 
pneumonia and other winter ailments. 


Metropolitan’s booklet, 152K, “Respira- 
tory Diseases,” contains helpful informa- 
tion on many respiratory ailments. Simply 
fill in and mail the coupon for a copy. 
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WHY ARMS OUTPUT IS SLOW 


The inside story of what really 
is holding back arms output is 
told here for the first time. 

A top official, anonymous, 
tells of the troubles as he finds 
them from the vantage point of 
an over-all survey. 

Staffing problems are major. 
Indecision within armed services 
plays its part. Shortages are part 
of it too. But in the long run 
things will work out. 


Staffing troubles in defense agencies 
are a major cause of the lag in arms 
output. 

During World War II we had the 
country’s best production and adminis- 
trative men devoting their entire energy 
to the war effort. Political considerations 
were at a minimum when unpleasant de- 
cisions had to be made. Now the oppo- 
site is true. 

Top-flight personnel in Washington 
on loan from private business number 
fewer than a score. A larger number are 
“second team” caliber; still more are 
“third string.” 

There are four reasons for this situa- 
tion. 

One is the almost complete lack 
of urgency in Washington and 
throughout private industry. Few 
companies are willing to let their 
good people go to the defense jobs. 

Fear of adverse publicity by the 
“crucifiers” in the press keeps many 
able people out of Government. 
They know they will make mistakes, 
but they don’t want to be held up 
to public scorn for making honest 
wrong guesses. So they stay where 
they are. 

The people most needed in Wash- 
ington, those in the 30-to-40 age 
group, are least willing to go. In the 
current defense boom, men in this 
group feel they should make hay in 
their own organizations, where they 
intend to spend their business lives. 
They are reluctant to give up 
chances for advancement at home 
for the headaches and doubtful ad- 
vantages of Washington. 

The apparent low state of moral- 
ity in some Government circles re- 
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Indecision, Confusion, 


flects on the entire Civil Service, 

makes many disgusted with federal 

service. 

Even the occasional top-grade execu- 
tive on loan from private enterprise 
usually comes to Washington for not 
more than six months. It takes at least 
that long to get acquainted with the 
people and procedures that he has to 
deal with. Just when he is beginning to 
function effectively, he leaves. 














Bottlenecks, Shortages 


The tank program is way behind 
schedule. The M-47 medium tank and 
an improved version, the M-48, are he- 
ing produced. But few are showing up 
in the “accepted” figures. Reason is that 
the ground forces want a faster gun- 
traversing and aiming mechanism. While 
the engineering problem of cutting sec- 
onds off the gun’s traverse time con. 
tinues, the production models are not 
rated as acceptable. 
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—Talburt for Scripps-Howard 


‘LITTLE END OF THE HORN’ 


in the W: (Pa.) Observer 


‘GET A MOVE ON!’ 





In Government and industry: not enough urgency? 


Timing of the shift from design stage 
to production stage, in weapons, is an- 
other problem. There is little agreement 
among the military as to when the shift 
should be made, with a general tend- 
ency to postpone the effort as long as 
possible. 

During World War II we took what 
we could produce and use immediately. 
Now, none of the services wants to be 
caught with a big stack of obsolete 
weapons and equipment. 

Two examples show how this inde- 
cision works out, in actual programs. 

The B-36 is an outmoded bomber. It 
is propeller-driven. It operates at 300 
miles an hour. It is a sitting duck for any 
jet aircraft. The Air Force knows this and 
admits it, privately. Yet we are continuing 
to produce a certain number each month, 
while we still lack production volume of 
the plane we really intend to use for 
bombing—the B-47, all-jet bomber. 


Metal shortages are the most impor 
tant immediate problem. 

Much of the trouble is due to the mili 
tary’s tendency to demand the very bes. 
in everything made of metal, even when 
the best is unnecessary and may be in- 
possible to supply. | 

Nickel is one example. The origini! 
jet-engine and tank programs requireé 
nearly 100 per cent of the nickel allo 
available. If carried out as first set up. 
these two programs would leave 
nickel alloy for anything else, including 
stainless steel. So a compromise has to le 
made. First, production goals are |ov: 
ered. Then, increased nickel production! 
sought. Meanwhile, engineers are tryitl 
to redesign jet engines and tanks to talt 
less nickel. All this takes time, postpone 
a start of productoin with “acceptable 
models of jet planes and tanks. 

Columbium is another case. The mil 
tary program takes 100 per cent of tht 
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supply, mostly for jet engines. With 
columbium, the jets can stand more 
heat, deliver more power. Output is be- 
ing increased and will rise rapidly in 

1952. Still the military will take 100 per 
cent and want more. So the engineers 
are trying to redesign jet engines to take 
less columbium. Eventually the problem 
will be licked. By the time it is expected 
to be licked, however, we still will lack 
the machine tools to produce the volume 
of jet engines programmed. 

In steel, the military are taking less 
than 10 per cent, a small share, of total 
supply. But they no longer think in 
terms of carbon steel used during the 
last war as the toughest steel needed for 
general application. Now everything is 
made of alloys; and it is true that, with 
present designs specifying certain al- 
loys, there will not be enough manga- 
nese to go around. So again comes the 
problem of redesigning weapons and 
equipment to provide the performance 
wanted by the military with less con- 
sumption of critical metals. 

Aluminum is a little different. Right 
now, the shortage is intense because 
planners overestimated supply for the 
fourth quarter, 1951, and first quarter, 
1952. They underestimated demand. 
That led them to issue too many “tick- 
ets” for the metal to consumer indus- 
tries. The result is that there are a lot of 
officially approved orders for aluminum 
floating around that cannot be honored. 

Also, producers of aluminum opposed 
the Government plan to import Cana- 
dian aluminum, and that reduced the 
supply. It has been hard to get them to 
shift away from high-profit items, such 
as sheet for civilian goods, to the other 
types demanded by the military. 

Basically, however, the shortage is 
produced by a wholesale shift by the 
military from ,steel’ to aluminum for 
many bulky items such as Bailey bridges. 
Another new use for aluminum is in 
connectors on radar and other electronic 
gear. This one program now uses 20 mil- 
lion pounds of aluminum per quarter, 
about 4 per cent of the entire supply. 

To ease the strain on civilian supplies, 
some aluminum is being taken from the 
stockpile during the current quarter. 
Yet civilian production of aluminum ar- 
ticles is being hard hit, far more than 
the announced 20 per cent cut. One 
major firm figures that it has been cut 84 
per cent already. 

On copper, foreign prices are higher 
than those in the United States. So we 
are not getting what we need from 
abroad. Domestic output is lagging be- 
cause of smaller ore supplies, labor trou- 
bles. An unfavorable tax situation has 
discouraged new developments, too. 

_ The tendency to intensify shortages 
in all these materials, by using more of 
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PRODUCTION OF PLANES .. . 
...is a battle with obsolescence 


them than is actually needed, is illus- 
trated by the military construction pro- 
gram. The military are demanding that 
all new facilities be of permanent na- 
ture, and built accordingly, regardless 
of shortages. Even where foundations 
from wartime buildings are available, 
and architects advise slight changes so 
they can be used, the military insist on 
tearing up the old work, starting all 
over again. 

Key bottlenecks, in minor but abso- 
lutely essential things, continue to ap- 
pear from time to time. They can throw 
the whole production plan out of kilter 
unless cured. Yet ending one bottleneck 
sometimes creates another. 
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ALUMINUM PRODUCERS... 
... can’t keep up with unfilled orders 
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Confusion now existing in the arms 
program eventually will work itself out. 
But the timing for completion of critical 
tasks is far from a settled matter. Any 
interim attack by Russia would find the 
U.S. unprepared, although such an at- 
tack would immediately force decisions 
now being postponed, freeze designs and 
stimulate production. 

In the long run, probably the most 
vital problem of all arises from the fact 
that Russia is producing more engineers 
than we are. Production capacity basic- 
ally is tied to the supply of trained tech- 
nicians. Apparently the U.S. must make 
a major readjustment in its manpower 
policies, if it wants to catch up. 





More women go out and buy Woman’s Day 
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PARIS....BONN....LONDON.... 





>> Whole U.S. program for Europe is in a bad way. This is the outlook: 
Army of Europe, a French idea pushed hard by U.S., is being cut to pieces 
by European politicians, may be tossed out the window by Christmas. 
West German army is out as a 1952 force. It's vital to Europe's defense. 
Eisenhower goal of an armed force adequate to defend Europe in 1952 will 
not be achieved during 1952. (You get the full story on page 14.) 
Europe's arms production won't meet 1952 targets hopefully set by U.S. 














>> In addition.....France, indispensable to land defense of Western Europe, 
can't seem to pull itself together. U.S. bases in Spain, another U.S. idea, 
can't possibly be ready for use in 1952. Middle East defense, to protect flank 
of Europe, will be jeopardized by Middle East turmoil for months to come. 
Squabble over naval command holds up Atlantic Pact naval defenses. 
Resignation of Eisenhower, when it comes, means another setback. 
In short: Europe won't be ready for what U.S. officials, referring to the 
next 12 months, are calling "the most dangerous period in Western history." 

















>> Hard fact, which U.S. Congressmen now visiting Europe are discovering, is 
that most Europeans do not really want to rearm, even in self-defense. 

U.S. for months has been prodding and pushing, pouring in the dollars, 
sending over sShiploads of troops, generals, high-level experts and diplomats. 

Europe welcomes the dollars, asks for more, but doesn't rearm very fast. 

Reason given is inflation. Or insufficient U.S. aid. Or shortages of raw 
materials. Or the theory that Russia will not risk a world war, anyway. 

These reasons all have some validity. But the fact remains that Europe, if 
Russia should attack, will not be ready for it in 1952. Yet a strong Europe is 
point No. 1 in U.S. foreign policy. Europe all along has had top priority in 
U.S. overseas aid. But, economically, militarily, Europe is still weak. 





>> Slowdown in British arms program isn't in the same category with lags in 
arms output on the Continent. British attitude and record are both different. 
Even with a slowdown, British output will be ahead of others in Europe. 
Britons, while not much more enthusiastic than the French about rearming, 
manage to make the necessary sacrifices for it. Taxes stay at wartime rates-- 
and are collected. Belt-tightening measures remain in force, as they have now 
for 12 years, since 1939. British will to fight, if necessary, isn't questioned. 











>> Reason Army of Europe idea is fading is not Britain, but France, Germany 
and the others. Talk of Britain pulling out is misleading. Actually, Britain 
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never was a part of the Army of Europe, any more than U.S. was Supposed to be. 
British troops are staying in Germany, regardless of fate of Army of Europe. 

Idea of the Army of Europe is to put French, German, Belgian, Dutch and 
Italian divisions all under one integrated command, pooling control as well as 
finances to a large extent. British, like U.S. troops, would retain their own 
command organization, alongside Army of Europe. All would be under Eisenhower. 

Purpose behind all this is to get a West German army on the Allies' side, 
but in such a way that Germany can't dominate the other. It puts German and 
French troops alongside each other, turning history inside out. 





>> As the idea is working out, however.....Belgians, Dutch fear they'll be 
dominated completely by French and Germans. French still fear Germans somehow 
will dominate the whole outfit. Equalizing expenses is a thorny problem. Issue 
of political control, of each Surrendering some sovereignty on national-defense 
matters, looks insurmountable. Parliamentary approval is a very high hurdle. 
Odds are, therefore, that Army of Europe won't come into being as planned, 
if at all. U.S., in this case, will have to figure some other way to include a 
West German army in the defense of Europe. U.S. sees Germans as indispensable. 














>> It's one setback after another for the U.S. plan to rearm West Germany. 

French balked first when the plan was announced more than a year ago. 

Germans then said they might go along--if the price was right. Price was 
to include independence for West Germany, plus U.S. financing of rearming. 

French, alarmed at thought of a rearmed Germany, then proposed the Army of 
Europe to keep the Germans safely tucked in. 

Now the Army of Europe is in deep trouble, Allies can't agree on letting 
West Germany produce heavy arms, and negotiations between West Germany and the 
Allies over German independence are hung up despite months of conferring. 

Allied offer to Germans, actually, limits their independence considerably. 
Allies retain right to intervene in West Germany on many matters after contract 
of independence is agreed to. West Germany won't quite be its own master. 

If, and when negotiators agree, it's still a toss-up whether German voters 
will go along. Until they do, U.S. can't plan on any West German army. 








>> Political observers in London are asking whether even Winston Churchill 
will be able to lead Great Britain away from Socialism. 
Before the election, Churchill seemed a dyed-in-the-wool Conservative. 
Since the election it's almost as if Churchill were a captive Socialist. 
He licked the Socialists at the polls, but he can't shake off their policies. 


Arms slowdown was a left-wing Socialist idea. Churchill doesn't like it, 
Import cuts, used by Socialists 











but he seems willing to accept it temporarily. 
whenever Britain got into economic trouble, are likewise employed by Churchill. 


Food subsidies were a pet Socialist idea. Churchill hasn't found a way to do 
anything about them as yet. Belt tightening is as painful under Churchill as it 
ever was under the Socialists. Business controls are not being removed by 
Churchill, at least as yet. Welfare state is pretty much accepted. 

Churchill's promises--to denationalize steel, to give private enterprise 
more of a chance, to lower taxes--are running into major difficulties. 

Odds are against Churchill on these promises. Yet, if Churchill is unable 
to unscramble the Socialist omelet, Britons wonder whether anyone can. 
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If recently you have deen unable to obtain all your requirements— check with your supplier .. . 


Plywood production has been sharply increased to meet current and future demand. 


fir plywood is 
now available 


IF SHORTAGES have caused you to switch to 
PRODUCTION OF DOUGLAS FIR PLYWOOD substitutes—take another look. Plywood is now 

















ee cui in good supply! Prices are lower, too. 
And increased productive capacity assures 
20 : both military and civilian plywood users 
continuing dependable sources of supply — 
— ; now and in the future. 
—_ If you have a job that calls for light-weight 


8 strength, work-speeding size, enduring 
|— stamina, versatility and economy—plan it 
with Douglas fir plywood. See your supplier 
for waterproof-bond Exterior plywood for 
marine and outdoor use... Interior plywood 
(including PlyScord, the unsanded economy 
About one-third of Douglas fir plywood pro- grade) for inside applications. 


duction is of Exterior-type with waterproof bond 
for outdoor use; about two-thirds is of Interior- 


type for inside or structural uses. About three- 


fourths of production is in big 4x8-foot panels; J) 
other stock sizes both smaller and larger are a 
available. Most panels are from %4”’ to 34” thick. Safing gps 


“Only plywood 
has all 
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t ‘ 
A Large Panel Size AMERICA’S BUSIEST BUILDING AND INDUSTRIAL MATERIAL 
2 Light Weight 
3 Cross-Laminated Strength 
For detailed information about ply- DOUGLAS FIR PLYWOOD ASSOCIATION 
4 Attractive Appearance pagent ret yr “oa a Dept. 6012, Tacoma 2, Washington (Good USA Only) 
S write for other specific data. Please send free plywood literature on subjects checked. 
W ege 
: wien we ‘i Basic Construction Catalog NOME 6 cic ec tcdvniccddcenehicnseeesweaaeeduaddeaanaeeee 
6 Tested Quality CJ Product Design Catalog 
; i, CREE TCE CTE Te eT CT CeCe eT 
CT] Packaging Catalog Me et wr cre cccrerccccrercrccccccccensecescccscnccsesess 
) REPORT Douglas Fir Plywood 
Grade Data PGE Si cvdewsatetaceeuws at ee ee Zone. .State.... 
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Its Exclusive Properties 
are Making Products Better 








Felt serves America in 
countless products used in 
your daily life. It cushions, 
absorbs, seals, lubricates, 
insulates, polishes, shields, 
filters and does many other 
functions with almost un- 
believable efficiency. To 
improve your product or 
operation, investigate felt. 


eos 


CUTS LUBRICATION COSTS 


Oil retention and dust exclusion make & 
felt the ideal lubrication medium 
for a large variety of bearings. It} 
functions in this vital service in 
many shapes and sizes. 





ELIMINATES VIBRATION 
Felt has an incomparable capacity 
for absorption of vibration. 
Sandwiching felt between solid 
mountings improves efficiency of 
moving parts with quieter 
machine operation. 


MOST VERSATILE MATERIAL 


Felt can be made in a wide 
range of densities, from extreme 
softness to rock hardness. It can 
be treated for oil and water 
resistance. It does not age and 
is remarkably long-wearing in 
any form. Felt does not fray and 
can be die cut to close 
limits. Its uses are endless. 


Consider Felt—Difficult problems 
are presented daily, most of which 
i are solved by Western Felt engineers. 
They will gladly add their 
specialized experience to better your 
products and operation. 





WESTERN 


4035-4117 Ogden Ave. 


Chicago 23, Illinois w ° R K S 


Branch Offices in Principal Cities 


MANUFACTURERS AND CUTTERS OF WOOL FELTS 
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‘52: Year of Uncertainty 
For Reserve Officers 


Notice to Reserve officers: Ac-. 
tive duty is coming closer. Serv- 
ices are to call up thousands early 
next year. 

Army and Navy orders will 
catch both organized units and 
volunteers. Air Force plans no of- 
ficer ‘‘draft’’ now. 

Weeks ahead may mark the 
last big call-up of World War II 
veterans, barring major war. The 
worst will be over by mid-1952. 


A flood of recall orders for officers 
is going to hit the Army Organized 
Reserve Corps in the next few weeks. 
This will usher in one more year of 
uncertainty—1952—for World War II 
Reserve officers and their families. 

The Army call is to stem from the 
fact that mass releases of Inactive Re- 
servists, plus the needs of two new di- 
visions, will create a sudden demand for 
at least 10,000 officers in early 1952. 
The Army will have to get these offi- 
cers from its World War II veterans in 
the Reserves. 

Organized units are going to bear 
the brunt of the recall program. In most 
cases, individual officers rather than en- 
tire units will be called. The decision 
to “raid” these units for individuals is in 
sharp contrast to the practice just after 
the Korean war started. Then, Inactive 
and Volunteer Reserves filled needs, 
while Organized Reserve units were left 
intact. 

Under present plans, officers in the 
Inactive Reserve, unpaid and_ unas- 
signed, are not to be “drafted” in the fu- 
ture. A substantial number of individuals 
will still be called from the Volun- 
teer Reserve group of the Organized 
Reserve Corps, however. Officers in 
this category have been on a nonpay 
status. The plan now is to start paving 
them in January, thereby making them 
eligible for recall if they stay in the pro- 
gram. 

This probably is to be the last sizable 
wave of involuntary recall orders for 
Army veterans, barring bigger war. By 
summer, 1952, the Army will be getting 
new officers from its officer-candidate 
schools at the rate of more than 1,200 a 
month. Colleges will pour out around 


15,000 ROTC graduates. But that will 
not help ease the shortage during the 
early part of 1952. 

The Army’s plight is explained by a 
few figures. In July and August of 1950, 
in the desperate rush to build forces, 
orders were issued to about 9,500 In- 
active Reserve officers. All of those men 
become eligible for release in early 
1952. At least three fourths of them are 
expected to want to get out. That cre- 
ates a need for 7,500 officers, maybe 
more. 

In addition, the Army is bringing into 
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RESERVIST RECALLED 
...a ‘raid’ on organized units? 


federal service two more National Guard 
divisions. Staffing those two divisions up 
to full strength will require extra officers. 
A third Guard division will come in, 
too, later in 1952. Finally, rotation of 
officers from Korean combat duty raises 
Army needs for commissioned veterans. 

Officers to be recalled involuntarily 
will be the younger men, captains and 
lieutenants, in artillery, infantry and 
armor. Men over 35, above the rank of 
captain, are not needed. Volunteers are 
plentiful at higher ranks. 

That is the outlook for the Army in 
the immediate future, as it looks now. 
Any increase in fighting or slowdown in 
volunteering will increase involuntary 
recalls. 

Other services are making plans for 
Reservists, too. 
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Navy, in the year ending next June 
30, is calling up about 9,000 World War 
II officers. No one over 35, with rank of 
lieutenant commander or higher, is 
being recalled involuntarily. Young deck 
and gunnery officers are being taken, 
and sent to sea duty. 

About 3,600, or 40 per cent, of this 
years group are coming from the Or- 
ganized Reserve. About 5,400, or 60 
per cent, are coming from the Volunteer 
Reserve. Next year, starting July 1, 1952, 
calls will decline. Only 7,000 World 
War II naval officers will be ordered 
back. But 90 per cent of them will come 
from the Volunteer Reserve. 

Many to be called are now on the in- 
active-status list. Being an “inactive” 
Reservist does not protect an officer from 
recall. A high percentage of those facing 
call now received their commissions in 
the World War II V-12 program. 

Navy plans for allowing officers to re- 
sign their commissions are being dis- 
cussed, and various alternatives are under 
study. But no decision has been reached, 
so far. 

Air Force is not “drafting” any officers 
at this time. The last group to be tagged 
for involuntary recall were bombardiers. 
Some of them probably are still being 
processed. Their orders are not going to 
be rescinded. 

In the future, the Air Force hopes to 
avoid involuntary recalls in any branch. 
If a big expansion is approved, as ex- 
pected, demand will grow for officers. 
Some experienced specialists in supply 
and procurement may have to be called 
involuntarily if enough volunteers do not 
come forward. That will involve a few 
hundred individuals at most. 

With respect to combat crews, all the 
emphasis is on getting to an all-volunteer 
basis. By spring of 1953, the last chance 
of any involuntary recalls of World War 
Il AF officers will have passed, under 
present AF plans. 

in summary: For the next 12 months, 
additional thousands of officers with 
World War II commissions are going to 
be called back to the colors. Some will 
volunteer. More will be called against 
their will. 

Actually, the number of officers facing 
a “draft” will be fairly small in relation 
to total numbers with commissions. Prob- 
ably not more than 20,000, out of about 
600,000 World War II officers still at 
home, will be needed in 1952. 

The constant flow of orders to active 
duty, however, will tend to keep all Re- 
serve officers and their families nervous 
and uncertain about the future. By 1953, 
barring expanded war, a big shake-up 
in the Reserves will be under way. 
Then, in all likelihood, people who want 
to do so will be allowed to resign com- 
Missions. 
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The name to watch in chemicals 





ORONITE 





ORONITE CHEMICALS HELPED REVOLUTIONIZE 


THE NATION’S WASHING HABITS 


In a few short years there has been a revolutionary change in the nation’s 
washing habits, due to the broad use of new detergents. 


Oronite mass-produces the basic chemical which others process into 
these finished detergents. You never see the name Oronite on a pack- 
age of household detergent but compounds made from our detergent 
products are used for cleaning everything from dishes and fruits and 
vegetables, to railway cars and planes. 


Versatile but unseen chemicals, produced in quantity by Oronite, are 
silent partners in many, many industries—making products and processes 
better, more competitive. Still other industries will benefit from future 
Oronite chemicals. « 


Perhaps one of our present Oronite chemicals would prove profitable 
to you in improving a product or process. Possibly we could placela 
chemical you need in mass production. Why not talk it over with us? 


“ORONITE CHEMICAL COMPANY 


38 SANSOME STREET, SAN FRANCISCO 4, CALIF 
30 ROCKEFELLER PLAZA, NEW YORK 20, N.Y 


MERCANTILE SECURITIES BLDG., DALLAS, TEXAS 


STANDARD OIL BLDG., LOS ANGELES 15, CALIF 
600 S. MICHIGAN AVENUE, CHICAGO 5, ILL 








POPCORN DISPENSER BASE 
Buddy Boy Popcorn Co. 





AUTOMATIC VAPORIZER 
Practical Electrica! Products Co. 





DUREZ NOW 
GIVES NEW PRODUCTS 


HIGHER 


HEAT RESISTANCE 








SOLDERING TOOL 
Phillips Manufacturing Co. 


ELECTRIC IRON 
Noblitt-Sparks Industries 





Where heat is concerned, plans for us- 
ing plastics naturally concentrate on 
phenolics. These are generally heat- 
stable up to 300° F., and in heat resist- 
ant grades up to 400° F. and higher. 

But Durez has carried heat resistance 
well beyond the limits of recent years. 
Recurrent temperatures in the area of 
500°F. are being met without loss of 
dimensional stability, strength, luster 
and other desired properties. 

The Durez in vaporizers is impervi- 
ous to mild solvents, hot or cold. The 
big popcorn warmer base is warp-free. 
The ironer handle never burns a hand. 
The soldering tool is safe and comfort- 
able to use. 

Whatever the product, your custom 
molder can help you use heat resistance 
and other unusual properties of Durez 
to advantage...in time and money. Our 
field engineers are always ready with 
technical assistance. 


Our monthly ‘‘Durez. Plastics News*’ will keep 
you informed on industry ’susesof Durex. Write, on 
office letterhead, to Durex Plastics & Chemicals, 
Inc., 912 Walck Road, N. Tonawanda, N.Y. 





PHENOLIC PLASTICS that fit the job 
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When Churchill Meets 
Truman: A Hard Bargain 


British-American differences 
are bargaining tools for Churchill. 
He isn’t coming to Washington 
begging handouts. 

Churchill has his own ideas on 
Europe, Asia, mutual defense, the 
atom. Truman is in for some hard 
bargaining. 

Churchill strategy: Convince 
U.S. it’s getting something for 
its time and money when it 
makes a deal with Churchill. 


LONDON 


President Truman is to have a new 
experience when he meets with Win- 
ston Churchill in Washington. For Mr. 
Churchill, here in Britain, is busy try- 
ing to change Britain’s role from that 
of borrower to bargainer. 

Hat-in-hand technique is out. Church- 
ill is taking a bolder approach. He is 
laying his plans carefully for his Jan- 
uary visit to the White House. He is 
taking the position of a leader who can 
offer the U.S. a real bargain, something 
in return for something. 

Right now, it seems that Churchill, as 
the new Prime Minister, stands in oppo- 
sition to everything the U.S. wants. Old 
idea of some Americans that a Conserva- 
tive Government would be easier to 
deal with than a Socialist Government 
is shaken. Actually, what’s happening is 
that Churchill, who prides himself on 
his ability to deal with Americans, is 
building up his position for meeting Mr. 
Truman. What Truman wants from Brit- 
ain will cost something—that’s the 
Churchill approach. 

Churchill suggests a talk with Joseph 
Stalin of Russia. Truman wants no such 
meeting, sees nothing to be gained by it. 
But if Truman wants Churchill to give 
up the idea, Truman, not Churchill will 
be asking for something. 

There is the idea of a European army, 
pooling all continental forces, including a 
German force. Churchill has said that 
Britain does not propose “to merge” its 
forces in such an army, but does not op- 
pose the idea. There, again, Truman 
may find a price tag on stronger British 
support for the plan. 

The French ave pushing the Schuman 
Plan for pooling Western European coal 


and steel production. Truman favors it. 
Churchill opposes it. So the British will 
have to be asked to go along, if Truman 
wants them in it. 

Even as a member of the opposition, 
Churchill objected to the idea of an 
American commander in chief for the 
Allied naval forces in the North Atlantic. 
He still objects. A compromise could be 
worked out on the command, but Church- 
ill will want something in return. 

In the Far East, Churchill has said 
that his Government will not withdraw 





Pyaropeea 
WINSTON CHURCHILL 
. . . CO-operation has a price tag 


recognition from Communist China. 
Communist Chinese are shooting Ameri- 
can soldiers in Korea, where some Brit- 
ish troops fight, too. If Truman wants a 
change in British policy in the Far East, 
that too will require bargaining. 

For Truman, the Far East is an im 
portant front. Churchill is inclined to 
place more emphasis on the Middle 
East, where Britain is in trouble with 
Egypt and has already lost out to Iran. 
That is a U.S.-British issue. 

There’s the question of the 30,000 
U.S. Air Force troops in Britain and the 
bases they use. Some Britons complain 
that the U.S. could start a war on its 
own and thus bring Russian atomic 
bombs down on Britain as a U.S. base. 
Churchill himself blamed the Labor 
Government for giving the U.S. pr 
mission to deliver atom bombs from 
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Gentle as the expert rifleman’s squeeze of his trigger, 


Monroe’s “Velvet Touch” Adding Machines score heavily 
with operators and businessmen alike. No other keyboard 


is so light yet positive in action, 













so considerate of the operator, so 
relentless in reducing a figure burden. Are 
your operators saving their time and 


your money with Monroe Adding Machines? 


; Glareless, Cushion-topped Keys save 
eyes, nerves, effort 


High Speed Cycling keeps ahead of the 
fastest operator 


Streamlined Design assures effortless, 
one-hand operation 


Stepped-up Safety Keyboard minimizes 
chances of error 


Many Models both 8 and 10 columns, 
narrow and wide carriages 


M O N RO E MACHINES FOR BUSINESS 


ADDING * CALCULATING * BOOKKEEPING MACHINES 
Monroe Calculating Machine Company, Inc., General Offices, Orange, N. J. 


xO 


Monroe Adding Machine 
with ‘Velvet Touch” Keyboard 


xO 












Q., This is one of the largest pieces of moving 
machinery in modern industry. What is it? 


A, A rotary kiln used to make portland cement. 
Some kilns are as long as 450 feet and 
attain interior temperatures up to 2800°F. 





Q., What is this fast, economical type of con- 
struction that is gaining so much in use? 


A, Tilt-up construction. Concrete wall sections are 
cast horizontally. After hardening these sec- 
tions are tilted into position with a hoisting rig. 





Q. How much highway could be built with the 
concrete used to erect Grand Coulee Dam? 


A, The 24 million tons of concrete in the dam 
would build a 48-foot wide, four-lane, ten-inch 
thick highway from Philadelphia to Dallas. 


Q, What does this Portland Cement Association 
trophy mean to a member company mill? 


A, It has completed a calendar year without 
a lost-time accident. 153 mills have oper- 
ated 873 years without a lost-time accident. 





Q. Why do billions of microscopic air bubbles 
in this road make it much more durable? 


A, Because this entrained air in the concrete 
enables it to resist the harmful effects of 
salts applied to the pavement to melt ice. 





Q. This illustrates one of more than 160 
railroad uses for portland cement. What is it? 


A, Pressure grouting. A portland cement, sand 
and water grout, forced into water pockets, 
stabilizes subgrade, saves on maintenance. 


ANSWERING YOUR QUESTIONS 
ABOUT A GREAT INDUSTRY 


These and hundreds of other questions 
are answered in a free “Cement and Con- 
crete Reference Book.” It contains infor- 
mation about the cement industry and 
how portland cement and concrete con- 
tribute to the growth and welfare of 
America. Get your copy today (it is sent 
only in the U.S. and Canada). 

Since 1900 concrete’s use has increased 
steadily. Now it is the most widely used 
material in the construction field. 


The Portland Cement Association 
dedicates its activities to improving 
portland cement and concrete for ever- 
better pavements, buildings of all types, 
dams, pipe lines, farm and other uses. 

All PCA activities are made possible 
by the voluntary financial support of its 
67 member companies (list on request). 
These companies make a large propor- 
tion of all the portland cement used 
in the United States and Canada. 


PORTLAND CEMENT ASSOCIATION 
Dept. A12b-83, 33 West Grand Avenue, Chicago 10, Illinois 


A national organization to improve and extend the uses of portland cement and 
concrete .. . through scientific research and engineering field work 
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British bases, should Russia attack. In 
Washington, Churchill will offer a writ- 
ten agreement on these bases to Mr. 
Truman. 

Big problems, such as control of the 
atomic bomb, worry the British. On 
this issue, Churchill has already an- 
nounced that Lord Cherwell, the Minis- 
ter responsible for atomic production, 
will go with him to Washington. Both 
Britons have ideas on the control of 
atomic energy that differ from President 
Truman’s. 

Little issues can be used for bargain- 
ing, too. Standardization of arms is one 
of them. 

All across the board of U.S.-British 
relations, Churchill is busily building up 
his bargaining position. He is trying to 
reverse the field, to get Truman into the 
position of asking Britain to do some- 
thing, to bargain. 

Actually, Churchill’s Britain is up 
against the same shortages as the former 
Socialist Government’s Britain. The So- 
cialists promised that Britain would put 
the equivalent of more than 13 billion 
dollars into the rearmament effort over 
the next three years. It’s clear now that 
Britain can’t do it alone. Churchill is pre- 
pared to say that Britain will keep trying 
—if the U.S. helps. 

Price tag on what Truman may ask 
Churchill to do will depend on circum- 
stances. Down under the talk of grand 
strategy in the case he is building for 
Britain, Churchill has a want list. 

Dollars, Churchill is preparing to say, 
are not wanted. Idea of a cash dollar 
handout from the U.S. to Britain is to be 
buried under a request for raw materials 
and goods. 

Steel will be high on the list. Social- 
ists thought Britain could produce 
enough steel for military hardware and 
for the machinery that must be ex- 
ported to pay Great Britain’s food and 
raw-materials bill. It hasn’t worked out 
that way. Scrap is scarce, iron ore is 
hard to get. Churchill will say that, if 
Mr. Truman wants Britain to keep up 
the pace of rearmament, Britain must 
have American steel. 

Quantities and price of American steel 
and other items that Britain needs are 
wide open for negotiation, too, in Church- 
ill’s approach. He will note that Britain 
needs 1.5 million tons of American steel 
in 1952, preferably as a gift, in order 
to boost the output of jet fighters and 
other arms that Britain makes well. 

Churchill’s chances of getting any- 
thing like that amount of steel any time 
soon are considered slim, even in Brit- 
ain, by those who know the U.S. need 
for steel. But Churchill is out to get what 
he can in return for the value of Britain 
as a determined, producing ally led by 
a man like Churchill. 
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METAL 
WORKING 








DIESEL 
LOCOMOTIVES AND ENGINES * ELECTRICAL MACHINERY * PUMPS «SCALES | 


HOME WATER SERVICE EQUIPMENT> RAIL CARS*FARM MACHINERY« MAGNETOS 


Fairbanks, Morse & Co., Chicago 5, Ill, 





SAME PRICE 
AS REGULAR 
BOTTLE 





Come” Treasure 


Is] glasses by Libbey 
to match your Decanter 
available at leading stores 
everywhere. 


By any measure, it’s a pleasure to give or to get the sparkling 
new Kentucky Tavern Treasure Islend Decanter! And it’s full 
of that same good Bonded Kentucky Straight Bourbon that, 
year after year, more and more people call “The Aristocrat of 
Bonds.” Bottled-in-Bond, 100 Proof. 4% Qt. 


© GLENMORE DISTILLERIES COMPAN! 


















GLENMORE'S 


OLD 
Thon PSON. 


BRAND 


Blended Whiskey 





OLD 


NEW! ATTRACTIVE! 
- MORE WELCOME THAN EVER! 









This year, remember your friends with gifts 





| jou know will be appreciated ... gay and 







tolorful Holiday Gift Packages of Glenmore’s 








| famous Kentucky whiskies! Shop early! 


GLENMORE, The Little 
Colonels are ringing the bell 
for a great Kentucky Straight 
Bourbon with more than a 





KENTUCKY 
STRAIGHT 
BOURBON 
WHISKEY 


million and a half barrels of 






experience behind every 
drop. And the gay design is 
available in 44 Qt. and pint 
gift packages. 90 Proof. 





MPANWLOUISVILLE, KENTUCKY 












« 


in its colorful 
package. % Qt. 


whiskey, 86.8 proof. The 





THOMPSON. The “Wed- 
In * The * Wood” Whiskey, 
with the Extra Step that 
makes it A Finer Blend 
From Old Kentucky, is 
wrapped and ready to go 


‘Ribbon” 
Blended 


straight whiskies in this 


product are four 
more old. 3714% 


whiskies — 6214% 


Neutral Spirits. 


cf 
NO 
EXTRA 
CHARGE 


years or 
straight 
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How to control a liquid inferno 


Tus violent fuming nitric acid would soon 
ruin containers made of most materials— 
but not aluminum! 

For aluminum is highly resistant to cor- 
rosive attack — a major reason why it is the 
best metal to use in contact with a wide 
variety of chemicals. 

This resistance to chemical attack, to- 
gether with aluminum’s other unique com- 
bination of advantages—such as lightness, 
strength, economy, heat and electrical con- 
ductivity—explains why more and more 
aluminum is required for today’s military 


and civilian uses. To meet this need, Kaiser 
Aluminum is expanding facilities, will soon 
increase its production 80%. 

All of the applications shown here are 
examples of aluminum’s corrosion resist- 
ance. Kaiser Aluminum engineers are eager 
to show manufacturers how this, and other 
advantages of aluminum in combination, 
can improve many products and reduce 
costs. 

64 sales offices and warehouse distrib- 
utors in principal cities. Kaiser Aluminum 
& Chemical Corporation, Oakland 12, Calif. 


Kaiser Aluminum 


A major producer in a growing industry 





Aluminum tops of oil storage 
tanks resist corrosive brine and 
sulphur content as well as sul- 
phide bearing gases. High reflec- 
tivity of aluminum reduces heat 
evaporation. 





Aluminum is used for tank trucks 
because it strongly resists at- 
tacks of many chemicals, at the 
same time makes possible bigger 
payload due to its lightness. 





Sewage disposal plants employ 
aluminum equipment such as 
grit chamber wires and sluice 
gates to withstand the severe 
corrosive conditions. Aluminum 
stands up for years with mini- 
mum maintenance. 


— 





Aluminum foil prevents the start 
of corrosive action on today’s 
vital machinery and machine 
parts. It forms a protective pack- 
age that’s non-porous, vapor- 
tight, moisture-proof. 





Aluminum caps are used to re- 
sist the corrosive action of many 
bottled goods, such as bleaches. 
Cap can’t rust or stick. Light 
weight of aluminum means more 
caps per pound, lower cost. 
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People of the Week 


Jolt for McGrath . . . Job at Justice Was a Quiet Door 
To Supreme Court. . . Till Tax Case Made It a Hot Spot 


» J. Howard McGrath heads a Govern- 
ment Department that now is coming 
under the suspicious scrutiny of an in- 
vestigation-minded Congress. Mr. Mc- 
Grath, 48, a shrewd and successful poli- 
tician, is Attorney General of the United 
States—head of the Department of Jus- 
tice. In that post, he controls the nation’s 
law-enforcement machinery. 

Few can afford to be blind to the pow- 
er Mr. McGrath wields. The Federal 
Bureau of Investigation, with its dossiers 
on many million citizens, is within his 
domain. If workers are paid less than 
the law stipulates, if they are paid too 
much, if prices are marked up to illegal 
heights, it is Mr. McGrath who may send 
the offender to jail. 

Antitrust laws are in his province, too. 
So are statutes dealing with espionage 
and subversive activities. Laws have 
multiplied. As the Government moves 
in to police the activities of millions, the 
scope and importance of Mr. McGrath’s 
job increases proportionately. 

The Attorney General inherited his 
job in 1949. Tom Clark, his predecessor, 
was moved up to the Supreme Court, 
and there are persistent reports that 
President Truman, at that time, promised 
Mr. McGrath a place on the high tribu- 
nal when next there should be a vacancy. 

Just now, however, Mr. McGrath is 
not happy about the job he inherited. 
He is distressed over one of the assist- 
ants who came with his legacy. And he 
cannot be at all sure that there will be 
an early Supreme Court vacancy to 
which he may be advanced. 

But a special source of unhappiness 
is the fact that scandal has touched his 
Department. T. Lamar Caudle, who 
headed the Department’s tax division, 
has been fired because of outside activi- 
ties that were deemed incompatible with 
the job of prosecuting tax cheats. 

There are charges that during the 
service of Mr. Caudle, a Clark ap- 
pointee, some tax evaders received special 
consideration and efforts were made to 
shake down others. This is impelling some 
Congressmen to look under the surface in 
other sections of the Justice Department. 

Times ahead promise to be unpleas- 
ant for the Attorney General. There may 
be investigations of some U.S. attorneys 
on charges of suppressing evidence, 
blocking grand jury inquiries. And there 
is much congressional curiosity about 
what has been happening in the office of 
Alien Property, which now is also a part 
of the McGrath domain, an office which 
has highly lucrative jobs to bestow. 
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Success story. To Mr. McGrath this is 
all very distasteful. He is a pleasant, 
serious-minded man. He has thrived on 
politics and has some striking political 
achievements behind him, including 
masterminding Mr. Truman’s_ surprise- 
victory campaign of 1948. 

He has been Governor of his State and 
has served in the Senate and as Chairman 
of the Democratic National Committee. 
In Rhode Island, he commands a person- 
al political organization that is the envy 
of politicians everywhere. And, through 





ATTORNEY GENERAL McGRATH AND REPRESENTATIVE KING 


Peter G. Gerry. Political lessons came 
from a master of the craft, Gen. Henry 
DeWitt Hamilton, a Tammany man 
imported by Senator Gerry to build up 
his organization. 

From Providence College, Mr. Mce- 
Grath went on to a law degree at Boston 
University. But while still at law school 
he became, at Senator Gerry’s insistence, 
vice chairman of the Democratic State 
Committee. 

Later, he was chairman, and also 
served four years as city solicitor in Cen- 


at 


For an important Department, a close scrutiny 


law and business side lines, Mr. McGrath 
has amassed a comfortable fortune. 

An ambitious man, he laid out the 
goals of his life very early and always 
has kept them in sight. Associates have 
found him relentless when others got in 
the way of his ambitions. But, mostly, 
McGrath’s political success has rested on 
painstaking cultivation of Rhode Island’s 
minority groups and on avoidance of 
enmity. Labor usuallv has supported him, 
and so have many businessmen. 

Mr. McGrath decided on a _ political 
career when he was 16 years old. Char- 
acteristically he went at it immediately. 
While still in high school he became a 
party worker. As a college student he or- 
ganized a Young Democratic League. 
He joined forces with the then Senator 


tral Falls. By 1934, he was attracting the 
attention of national party leaders. His 
election services that year were such that 
he was able to command an appoint- 
ment as U.S. attorney for Rhode Island. 

Meanwhile, the McGrath political or- 
ganization was growing. He gave it lov- 
ing attention. He watched detail from 
the precincts up. He joined a long list of 
fraternal organizations and _ attended 
their meetings. He made many friends 
Though Mr. McGrath seems austere and 
reserved, many are attracted by an air of 
inner stability, a quiet Irish charm. 

Much of his strength, however, lies in 
giving representation to each of Rhode 
Island’s four big voting groups. Typical 
of his technique, one of Rhode Island’s 
Senators is an Italian and the other 
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MUSINEE PAPER MILLS CO 
MOSINEE, WiS 
RACTIEES ENDORSED BY 
CONSERVATION DEPT 
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FORESTRY P 
WISCONSIN 





Many Industrial 
Products Start Here 


Mosinee ‘‘fibres that 
work for industry” 
ie depend upon a re- 





forestation program 
which not only assures trees for 
the future but protects our forests 
today. Mosinee Industrial Forests, 
augmented by aid in planting 
waste land, make raw material 
supply secure and ever-growing. 
From seedlings to technically 
controlled papers, MOSINEE 
safeguards every step in the 
process of making 
Mosinee Fibres 
that work for industry. 


MOSINEE PAPER MILLS CO. 
MOSINEE, WISCONSIN 


makes fibres work 
for industry 
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... McGrath formula: 
good terms with all 


comes of the old-line Yankee aristocracy. 
A French Canadian and an Irishmar 
speak for the State in the House of Rep- 
resentatives. Within the State, jobs are 
apportioned similarly. 3 

At the age of 37, Mr. McGrath, with 
this strength behind him, was ready for 
bigger things. He was elected Governor 
of Rhode Island in 1940, 1942 and 1944. 
In the last year, he ran far ahead of 
Franklin D. Roosevelt. The McGrath 
State administration was generally un- 
eventful. Mr. McGrath is not one to stir 
up animosities. There were a few efforts 
at New Dealish reforms. But the Gov- 
ernor also managed to soothe the busi- 
nessmen, of whom he had become one. 

National figure. But Mr. McGrath’s 
goals lay outside the State. In 1945, he 
did the unusual thing of resigning as 
Governor to accept appointment as So- 
licitor General of the U.S. And, in 1946, 
he quit his office to run for the Senate. 
To obtain the nomination, he shouldered 
aside his old sponsor, Senator Gerry. In 
McGrath's opinion, political liberalism is 
essential to political success. And Mr. 
Gerry was strongly conservative. 

The Senator voted uniformly with the 
Administration. President Truman was 
attracted by Mr. McGrath’s political acu- 
men. He also remembered that, as Gover- 
nor of Rhode Island, McGrath in 1944 
had seconded the Truman nomination for 
the Vice Presidency. In October, 1947, 
Mr. McGrath became Chairman of the 
Democratic National Committee. 

He started building a national organ- 
ization at once. In the face of much op- 
position, he steadfastly urged Mr. Tru- 
man’s 1948 nomination and then swung 
into the campaign. In the course of the 
campaign, Mr. McGrath made_ three 
trips to the West Coast and back, pep- 
ping up party workers, seeing to it that 
local organizations were in running order, 
that money was supplied where needed. 

President Truman gave much of the 
credit for his victory to Mr. McGrath. 
Nevertheless, less than a year later, the 
party chairmanship was taken over by a 
Truman favorite, William M. Boyle, Jr., 
who resigned the post not long ago while 
under accusations of using political posi- 
tion to influence a Government loan. 

But Mr. McGrath’s goals were still 
ahead. One of them was the Supreme 
Court. He resigned from the Senate to 
become Attorney General, the job to be 
used as a way station on the journey to 
the. high bench. There were indications 
he might not have long to wait. An ail- 
ing Associate Justice was expected to re- 
tire soon. But he has not yet done so. 

Since he regarded the Justice Depart- 





@ When they say 1-i-m-h-e-r, Twin Disc 


| Torque Converter, Hydraulic Coupling or 
| Friction Clutch Drive. The men who know 


| and hydraulic units . . . nor match Twin 
| Disc’s 33 years of specialized experience 








takes over... for out in the Paul Bunyan 
country, too, the preferred harness for pro- 
duction power is a Twin Dise Hydraulic 


logging equipment—yarders, loaders, don- 
keys and tractors—know that no othercan 
match Twin Disc’s complete line of friction 


in applying them in every industry. 
. «and Twin Disc applies | 
the production-power : 












Thisis a Twin Disc Three-Stage 
Hydraulic Torque Converter... 
an industrial fluid drive which 
answers the demand for more 
productive effort by multiply- 
ing the working torque of an 
enginebyasmuchasfivetimes. ¥ 
Offered in models to handle 
from 40 hp to 1000 hp. \ 
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CLUTCHES AND/HYDRAULIC DRIVES 
5 en 


TWIN DISC CLUTCH COMPANY: RACINE, WIS. 


Hydraulic Division, Rockford, Illinois 
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AEROJET 
builds in the 
Sacramento 

Heartland 


Yes, blue-chip industries have 
discovered the production-dis- 
tribution advantages of this 
Heartland area: .. and the new 
multi-million dollar Sacramento 
plant of the Aerojet Engineer- 
ing Corporation is evidence of 
that fact. If decentralization 
figures in your plans... if you 
seek lower distribution costs in 
Western markets, or production 
advantages . . . then look to the 
Heartland for a strategic loca- 
tion... uncrowded, with room 
to grow. 

WRITE FOR THIS BOOKLET. To meas- 
ure the Heartland against your needs, 
send for your copy of this informative 
16-page booklet “The Land the Lord 
Remembered”. Write the ; 

Sacramento Chamber of od 

Commerce, or our In- , %@ = 
dustrial Department. - 
Room 205. All in- 


quiries handled in 
strictest confidence. 






SACRAMENTO 
MUNICIPAL 
UTILITY DISTRICT 


2\st and K Sts., Sacramento, Calif. 


HEARTLAND 


Coldteria. 


N 
© THE LORD REMEMBERED 
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. . . Department faces 
widening investigation 


ment job as temporary, Mr. McGrath has 
inclined to let the Department run along 
much on its own momentum. He has 
made few changes in personnel and al- 
most none in policy. 

Mr. McGrath’s wealth has been esti- 
mated at several millions, figures that 
he himself pooh-poohs. Its sources lie in 
a very lucrative law practice in partner- 
ship with Theodore Francis Green, now 
Sénator from Rhode Island, and from 
ventures in real estate, banking, insur- 
ance, an automobile agency and chain 
stores. 

Man in distress. For the present, Mr. 
McGrath is stuck with his job, as the in- 
vestigators close in. A House subcom- 
mittee, under the chairmanship of Rep- 





-Acme 


T. LAMAR CAUDLE 
. . Congress got curious 


resentative Cecil R. King, a California 
Democrat, has been grilling Mr. Caudle 
and is expected to move on to others. 
Investigation of alien-property admin- 
istration and of U.S. attorneys appar- 
ently lies ahead. For the present, Mr. 
King and Mr. McGrath are engaged in 


* a long argument over whether the com- 


mittee is to have unlimited access to 
departmental files. 

The wait at the way station is turning 
out to be a long one. The unhappy At- 
torney General, preparing to fight back 
at his critics, is said to be haunted by one 
particular fear. This is that the investiga- 
tions may throw such discredit on his 
Department that it will become impos- 
sible to appoint him to the Supreme 
Court. That would constitute Mr. Mc- 
Grath’s first defeat. 
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(This article represents the result of an extensive 
research on a problem of outstanding importance.) 
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Big problem now is_ profit 
scarcity. 

Tax collectors are taking a 
huge new bite out of earnings. 
Labor leaders, trying for a big 
new bite of their own, find the 
cupboard rather bare. 

Prices will have to go up if 
wages rise. Shareholders, on the 
short end, can’t be squeezed 
much. Corporations have to have 
some money left for their own 
purposes. 

Labor leaders, starting after a sev- 
enth round of pay raises, are bump- 
ing into trouble. The trouble is a 
profit shortage. 

Profits, before taxes, are breaking 
records. Government, however, saw those 
profits first and moved in with a huge 
increase in taxes on corporation income. 
Labor unions, coming along now, find 
that the picking is lean. If there are to 


Tax Collector’s Bigger Bite Makes Raises Harder to Get 
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NOT ENOUGH PROFITS 


Why Prices Will Rise If Wages Go Up 


be big new pay raises, then corporation 
profits will have to be pumped up again 
with further rises in prices. 

The day when both unions and Gov- 
ernment could look to corporations tq 
provide them with all the good things 
that they might want appears to be past. 

If unions grab the profits to pay for 
pay raises, then there is less left for Gov- 
ernment to take to help pay its immense 
bills. But if Government grabs a bigger 
and bigger chunk out of profits, there’s 
less left for labor to grab without forcing 
corporations either to raise prices or to 
squeeze stockholders and to cut down 
on what they have left for their own use. 

It takes a few figures to show what's 
happening. 

The level of profits before taxes, as 
the chart below shows, is still headed up. 
The figures used are those for manu- 
facturing corporations, the only ones avail- 
able in detail, but they show the trend. 
These corporations in 1951 are going to 
earn nearly 3 billion more dollars than 
they earned in 1950. That’s before the 
income tax collector gets in his work. 

The tax collector this year is going to 
take 5 billion dollars more than he took 
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in 1950. There will be 2.4 billion fewer 
dollars left after taxes than were left a 
year ago. Stockholders are going to get a 
few more dollars because management 
is deciding as a rule this year to pay a 
larger part of earnings to those who own 
the business and to keep somewhat few- 
er dollars for financing expansion or in- 
ventories or for other corporate uses. 

As labor leaders look to the year 
ahead, when any new pay raises will oc- 
cur, they discover the outlook to be even 
less favorable from their viewpoint. 

Profit totals before taxes are to rise lit- 
tle if any. Taxes in 1952 will take a 
larger bite from profits than in 1951. 
That’s because higher rates of tax will 
apply to income of the full year instead 
of to three quarters. The need of Gov- 
ernment for money will be greater next 
year than this. Its interest will be on the 
side of very high profits to tax, so that 
there will be more tax money available 
with which to pay bills. 

If labor unions now come along and 
get new raises there will be fewer profit 
dollars to tax away, unless some means 
can be found to increase profits to offset 
the effect of a wage rise. If demand tre- 
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1. "SEE THESE ASHES? They’re my 
accounts receivable, my tax rec- 
ords, my inventory and payroll 
records—the ‘memory’ of my firm. 
Ican’t operate a business that has 
lost its ‘memory.’ 


2. “I THOUGHT this fireproof build- 
ing was a guarantee of protection. 
I didn’t know buildings like this 
only wall-in and intensify a blaze 
that starts inside an office. 


You're risking the entire future of your business if you keep 
irreplaceable records in a metal cabinet or an old safe that 
does not carry the label of the Underwriters’ Laboratories, Inc. 
Imagine yourself suddenly deprived of your accounts re- 
ceivable ledgers, your tax and inventory records and other 
vital papers. You’d be up against it and no mistake! 


Remember this fact: 43 out of 100 businesses 
that lose their records by fire never reopen. 


Stop gambling right now! Get positive protection for your 
records and the future of your business with a modern 
Moster “A” Lape Recorp SaFe. The “A” Label tells 
you that this safe has passed the independent Underwriters’ 
Laboratories, Inc. severest test for fire, impact and explosion. 
It’s the world’s best record protection! Look for this label on 
your safe. 


Consult classified telephone directory for name of the Mosler dealer 
in your city or mail coupon NOW for informative, free booklet 





a a eS 
3. "AND THIS heavy-walled, old un- 4, "SUREIHAD fire insurance! But 
labeled safe fooled me, too. Such in order to collect fully I’ve got 
safes act as incinerators once the to prepare a proof-of-loss state- 
temperature gets above 350°F... ment. Could you do it if your rec- 
only % as hot as a match flame. ords were destroyed?” 

They cremate records. 


Compuny 


SINCE 1848 


% Mosler Safe 


HAMILTON, OHIO 


World’s largest builders of safes and vaults . . . Mosler built the U.S. Gold 
Storage Vaults at Ft. Knox and the famous bank vaults that withstood the 
Atomic Bomb at Hiroshima 


The Mosler Safe Company 
Department U-122, Hamilton, Ohio 


Please send me free booklet giving the latest authentic information 
on how to protect the vital records on which my business depends. 
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... Taxes leave 
smaller share for business 


mains high, a rise in prices could serve 
that purpose. Government, however, js 
committed to holding prices down. 

Corporations, too, are caught in a 
squeeze. Prices often are so high now as 
to limit demand for the things that cor. 
porations made. Taxes take such a large 
bite out of profits that there is less pro- 
portionately for reinvestment in business 
and for dividends than in most periods 
of the past. If labor now is given a big. 
ger slice, that will mean still less for 
stockholders and still less for reinvest- 
ment in the business unless over-all 
profits can be expanded. 

The facts and figures of the situation ; 
give you an idea of the tug of war that is 
developing. The tug of war concerns who 
gets what share of the income that comes 
from manufacturing activity. The figures 
used here are based upon the amount of § 
national income that flows from manu- 
facturing operations. ’ 

Pay for workers, over the years, has 
tended to take between 70 and 75 cents 
out of the income dollar produced by 
manufacturing. Last year it took 70.6 
cents. This year it is to take 70.2 cents. 
Back in New Deal days about 78 cents 
out of each dollar went to meet pay rolls. 
That was before Government demanded 
such a big cut from the dollar of corpo- 
ration income, even though taxes at the 
time seemed high. 

Profits, before taxes, in this year are 
to amount to 29.8 cents out of each 
dollar created by manufacturing opera- 
tions, on an average. Last year the 
amounted to 32.2 cents from each daol- 
lar corporations produced. In New Deal 
days they averaged 20.1 cents out of 
each dollar. 

At this point a minor revolution oc- 
curs. 

Taxes in this year are to take 179 
cents out of each dollar of income ger- 
erated by manufacturing. Next yea 
they will take more than that. Last year 
they took 14.7 cents and in New Deil 
days the tax take was 4.9 cents out 0 
each dollar. The demands of Govert- 
ment have risen to the point where the) 
take nearly one dollar in five of all the 
dollars that corporations create by theit 
operations. Government, on an average, 
gets more than a quarter as much asi 
paid in compensation to wage and 
ary workers in manufacturing. 

After-tax profits are to amount 
11.9 cents out of each dollar. Last yeat 
profits accounted for 17.5 cents. In New 
Deal days they amounted to 15.2 cents 
This means that corporations are being 
allowed to keep for their own purpos® 
and for distribution to stockholders i 
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DO IT BETTER—FASTER 
AT LOWER COST 





Yes, compressed air literally blows 
potato chips into the bags—just as 
it provides the pressure necessary 
for forcing chemicals into out-of-the- 
way places for pest control. Whether 
the job is unique or commonplace, 
you'll find any number of air appli- 
cations that depend on Quincy Com- 
pressors. Quincy specializes in build- 
ing a complete line of air compres- 
sors ranging in size from 1 to 90 
c.f.m.—the size range that’s appli- 
cable to service stations, garages or 
for use as a part of products requir- 
ing compressed air supply. Depend 
on Quincy Compressors and Quincy 
compressed air specialists. 








Get New Book 
“AIR MAKES THINGS 
HUM” —Illustrates 
and describes 

16 interesting 
compressed air 
applications. 
Write Dept. US-3. 





QUINCY COMPRESSOR CO., Quincy, Illinois 
Branch Offices: NEW YORK - PHILADELPHIA « 
CHICAGO + ST. LOUIS + DALLAS + SAN FRANCISCO 





Quincy Manufactures Air Compressors Exclusively 
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Special Report 





. .. Proportion to owners 
less than in New Deal days 


than they were permitted to keep when 
the attack upon profits was most intense. 

That raises a question of what be- 
comes of the part of the dollar that cor- 
porations are allowed to have after taxes 
are paid. 

Stockholders in this year are to get 
about 6 cents out of each dollar of manu- 
facturing-corporation income. Last year 
they got 6.4 cents. In New Deal days 
they got 10.5 cents. Stockholders are not 
getting as big a cut as they were allowed 
in the days before the war. Of the por- 
tion of profits that they do get, a major 
part is taken away in personal taxes. 
Corporation income is taxed twice, once 
in the hands of the corporation, then in 





—Devaney 


EXPANSION PLANS ... 
... will wait 


the hands of the stockholder when any 
earnings are paid out. 

The corporation itself in the year 
1951 is to keep 6 cents out of each in- 
come dollar for its own purpose. This 6 
cents will go to pay for new plant equip- 
ment, to pay off debt, to finance new 
projects, to carry more inventory, to do 
any of the many things that manage- 
ment determines it needs to spend money 
for. Last year, manufacturing corpora- 
tions kept 11 cents out of each dollar. 
In New Deal days, they kept around 5 
per cent. In those days, however, corpora- 
tions usually were not expanding and 
were not investing in new plant and 
equipment. Those were periods of large 
unemployment due in important part to 
underinvestment by corporations, fright- 
ened by the political climate. 

What you find when you look over 








A profile of 
WERNER 


Aluminum 
Cervices 


To the prime contractor who needs 
help now, Werner’s extensive manu- 
facturing and production facilities in- 
vite careful investigation as your de- 
pendable production source. 

Two strategically located Werner 
high- -capacity plants are currently 
servicing nationally known prime 
contractors*. 

A highly skilled, personalized ser- 
vice; direct teletype lines, and excel- 
lent forwarding facilities will expe- 
dite your order for: 

ALUMINUM EXTRUSIONS 
ROLL-FORMED SHAPES 
Aluminum « Stainless Steel 
Brass « Zinc « Copper 
Your inquiry will bring you specific 
information concerning Werner facil- 
ities for: Extrusion and Roll-forming 
and, secondary operations: Bending + 
Drilling « Punching « Cutting « Count- 
er Sinking - Welding « Riveting + Fab- 
rication. FOR ESTIMATING: Please submit 

drawings and specifications. 


% Names on request 


r.p. WERNER co., inc. 


EXECUTIVE OFFICES 
Dept. US, 295 Fifth Avenue, N. Y. 16, N.Y, 
FACTORIES: Greenville, Pa. 
In Canada: OSHAWA, ONTARIO 
Manufacturers of Aluminum Extrusions 
and Roll-Formed Shapes 
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Special Report 


. . . Hopes for raises 
meet stable-price plans 


these figures is that there isn’t a great 
deal of room for labor leaders to get a 
bigger slice out of manufacturing-corpo- 
ration income for their union members. 
Government is in ahead and is taking 
such a big slice that there is less than in 
any past time for labor to squeeze out of 
each dollar. 

Employers, in looking around for more 
dollars to pay out in higher wages, might 
take some dollars away from stockhold- 
ers. The trouble with this is that stock- 
holders now are getting a slender propor- 
tion of the income dollar. Or employers 
might dip into the funds that are set 
aside by the manufacturing corpora- 
tions for themselves. That would leave 


FOR INVENTORIES .. . 
... fewer dollars? 


very little for expansion or new-product 
development or for other things that re- 
tained profits are used for. For many 
companies, this might mean killing the 
goose that lays the golden eggs, and still 
not give much to individual union mem- 
bers. 

It's the bigger share of the income dol- 
lar being taken by the Government that 
spells trouble for the union leaders as 
they begin pushing their demands for 
higher wages this time. It will not be 
easy to get any of that money away from 
the Government. 

The answer, if labor is to get its an- 
nual round of wage increases, seems to 
lie in higher prices. But here labor runs 
into Government’s announced policy of 
holding the line on prices. The situation 
is one that leaves union officials in an un- 
happy dilemma. 
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...and the Air Force should know! 


Few products mean so much to so many industries. 
That’s what the Air Force meant when it described 
the Ball Bearing as ‘The Tremendous Trifle*’. 
New Departure makes a large share of them. 


We think we make the finest, too. 


BALL BEARINGS DIVISION OF GENERAL MOTORS 


BRISTOL, CONNECTICUT 








Rules for Bonuses 





HOW A BONUS CAN BE PAID 


Latest Official Interpretations 
By Salary Stabilization Board, 
DR. JOSEPH D. COOPER, Executive Director 


Who can now have a bonus in addition to salary? 

How are the rules interpreted on extra compen- 
sation for executives and other high-level workers? 

The public has sent many inquiries to the Salary 
Stabilization Board, and with them the Board com- 
piled in question-and-answer form the following 
authoritative information. 

Identified as “Interpretation 3—Profit-Sharing 
and Other Bonuses Under General Salary Stabiliza- 
tion Regulation No. 2,” it has just been released by 
the Board. 


(0.01) Q—Does the Bonus Regulation issued by the Salary 
Stabilization Board differ from the bonus regulation issued by 
the Wage Stabilization Board? 

A—Yes, because of the substantial differences in custom 
and general practice in bonus payments to management em- 
ployes as distinguished from production workers. 


Section 1 

(1.01) Q—To what types of bonuses does the Bonus Regu- 
lation apply? 

A-The Bonus Regulation applies primarily to bonuses 
based on profit sharing. The Bonus Regulation applies wheth- 
er the bonuses are paid directly to employes or under a 
profit-sharing plan or into a fund or trust. The profit-sharing 
plan or trust may, but need not, be one approved by the 
Bureau of Internal Revenue under Section 165 of the In- 
ternal Revenue Code. Such a profit-sharing plan or trust 
does not necessarily give rise to contractual bonuses under 
Section 3 of the Regulation (see 3.09). 

The Bonus Regulation also applies to bonuses customarily 
paid on holidays, at the end of the employer's fiscal or cal- 
endar year, at vacation time or on similar occasions. How- 
ever, paid vacations are not within the scope of the Bonus 
Regulation; to the extent that such paid vacations were a 
practice of the employer in eftect on Jan. 25, 1951, they may 
represent an auxiliary pay practice authorized by other sal- 
ary stabilization regulations. 

Christmas or year-end bonuses may, at the employer's 
election, be paid to the extent permitted under either the 
Bonus Regulation or under Interpretation 2. If paid under 
Interpretation 2, bonuses of a similar nature paid in prior 
years may not be included as part of the “base period bonus 
fund” provided for by the Bonus Regulation. 

(1.02) Q—Does the Bonus Regulation apply to a bonus paid 
for the successful performance of an important assignment, 
such as the successful completion of a series of especially 
newsworthy articles? 

A—Yes, provided the employer has a bonus fund available 
under the Regulation. 

(1.03) Q—Are there bonuses to which the Bonus Regula- 
tion does not apply? 

A—Yes. The Bonus Regulation does not apply to bonuses 
which are directly related to hours worked, such as bonuses 
for overtime or work on Saturdays, Sundays or holidays. The 
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Bonus Regulation does not apply to bonuses based on units 
produced, such as incentive bonuses of the type often paid 
to wage earners. 

The Bonus Regulation also does not apply to bonuses that 
are both computed and paid more often than every three 
months (see 1.05 and 1.06). 

(1.04) Q—Are salesmen’s commissions considered bonuses 
within the Bonus Regulation? 

A—No. Salesmen’s commissions are not bonuses within the 
Regulation, but are a distinct method of paying salesmen 
their basic compensation, which has been made the subject 
of a separate regulation. On the other hand, a bonus paid to 
a department-store or branch manager based on a _ percent- 
age of profits is a profit-sharing bonus within the provisions 
of the Bonus Regulation. 

(1.05) Q—Does the Bonus Regulation apply to a bonus that 
is computed each month but paid only once a year? 

A—Yes. Only bonuses which are both computed and paid 
more frequently than every three months are excluded 
from the provisions of the Bonus Regulation. 

(1.06) Q—A company has had a practice of computing and 
setting aside 5 per cent of its net profits after the close of 
each calendar year and paying such profits to employes in 
monthly installments. Does the Bonus Regulation apply to 
these profit-sharing bonuses? 

A—Yes. Even though the bonuses are paid in monthly in- 
stallments, they are computed only once a year. 

(1.07) Q—Is severance pay covered by the Bonus Regu- 
lation? 

A-—No. Severance pay constitutes an auxiliary pay prac- 
tice governed by the provisions of other salary stabilization 
regulations. 

(1.08) Q—How are bonuses classified under the Bonus 
Regulation? 

A-—The Bonus Regulation classifies bonuses as follows: 

(1) Contractual bonuses which are paid pursuant to 
a contract or established plan under which both com- 
putation and allocation are predetermined (Sec. 3); 

(2) Bonuses paid pursuant to an established plan 
under which allocation is of a discretionary nature 
(Sec. 4); 

(3) Discretionary bonuses under which both com- 
putation and allocation are of a discretionary nature 
(Sec. 5). 

The Bonus Regulation treats bonuses in the first categor’ 
differently from those in the second and third categories: 
bonuses in the second and third categories are, generall 
speaking, treated in a similar manner. 

(1.09) Q—Under the Bonus Regulation, must a bonus be 
paid in cash? 

A—No. Bonuses may be paid in cash or in property, such 
as stock of the employing corporation or of another corpot 
tion, government bonds or any other property. 

(1.10) Q—How should the amount of bonus paid in stock 
or other property be determined for the purpose of the Regt: 
lation? 
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A—By determining the fair market 
value of the stock or property at the 
time of its award (see 2.05). 

(1.11) Q—Under a profit-sharing plan, 
bonuses have historically been paid 50 
per cent in cash and 50 per cent in 
stock. May the benus this year be paid 75 
percent incash and 25 percent in stock? 

A—Yes. Provided the total bonus does 
not exceed the total amount allowable 
under the Bonus Regulation. 


Section 2 

(2.01) Q—Does the Bonus Regulation 
establish a dollar ceiling on bonuses? 

A-Yes. The Bonus Regulation es- 
tablishes a dollar ceiling upon all bo- 
nuses other than contractual bonuses, 
which are separately treated in the Bo- 
nus Regulation. 

For bonuses paid under either Sec- 
tion 4 or Section 5, the employer is 
given two general alternatives in com- 
puting his dollar ceiling: 

(1) The employer can base current 
bonus payments on the total bonuses 
paid for the calendar year 1950. If the employer elects this 
alternative and paid bonuses totaling $50,000 for the calendar 
year 1950, the sum of $50,000 is his ceiling. 

(2) The Bonus Regulation recognizes that the year 1950 
may not have been typical for certain companies. According- 
ly, it gives the employer the alternative of selecting three 
years from the five calendar years 1946 to 1950 and taking 
the average of the total bonuses paid in the three years thus 
selected. 

Example: The employer paid bonuses as follows: 1946, 
$35,000; 1947, $60,000; 1948, $45,000; 1949, $55,000; 1950, 
$50,000. The total bonuses for the three highest years (1947, 
1949 and 1950) amount to $165,000, producing an annual 
average of $55,000. This annual average is higher than the 
1950 bonus of $50,000, and the employer may treat the sum 
of $55,000 as his ceiling. 

The ceiling under either alternative selected by the em- 
ployer is called the “base period bonus fund.” 

(2.02) Q—If an employer did not distribute a bonus in 
1950, may he nevertheless distribute a bonus in 1951? 

A-Yes, provided that a bonus was paid in at least one out 
of the four years 1946, 1947, 1948 and 1949. If he paid a bo- 
nus in only one of these four years, his bonus ceiling is one 
third of the bonus paid in that one year. If he paid a bonus 
in only two of these years, his bonus ceiling is one third 
of the total bonuses paid in these two years. 

(2.03) Q—May an employer who was limited in the distri- 
bution of discretionary bonuses in 1950 or other years since 
1946, due, for example, to a restrictive agreement with the 
Reconstruction Finance Corporation, or another lending in- 
stitution, increase his bonus ceiling when the restriction is 
removed? 

A-No. 

(2.04) Q—To what extent is an employer bound by his selec- 
tion of either alternative in computing the bonus ceiling? 

A-The employer is bound by his selection for the pur- 
pose of all other determinations under the Bonus Regulation, 
including the determination of the highest single bonus paid 

y the employer for the purpose of sections 4 and 5, and the 
determination of increases or decreases in the bonus group 
under section 6. All such determinations must be made on 
the basis of the year or years used in computing the base 
Period bonus fund. 
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DR. JOSEPH D. COOPER 


(2.05) Q—How is property distributed 
as a bonus valued for the purpose of 
determining the bonus ceiling? 

A-—Property distributed as a bonus 
should be valued at its fair market 
value as of the time of the bonus award. 
Valuation practices acceptable under 
the Internal Revenue Code may be fol- 
lowed in making such valuations. How- 
ever, a past practice which has been 
consistently followed prior to Jan. 25, 
1951, should be continued; for ex- 
ample, if common stock is awarded as 
a bonus and, according to past practice, 
has been valued at its average market 
value over a particular period, such 
practice should be followed under the 
Regulation. 

(2.06) Q—If an annuity is awarded as 
a bonus, how should the annuity be 
valued? 

A—The amount of the premium paid 
for the annuity by the employer on be- 
half of the employe represents the value 
of the bonus under the Bonus Regula- 
tion. 

(2.07) Q—What is meant by bonuses “payable with re- 
spect to the calendar year 1950”? 

A—Many companies follow the practice of paying bonuses 
for a particular year after the close of that year. It would 
have been inequitable to permit some companies to use 1950 
profits to compute their bonus ceiling because such companies 
happened to pay 1950 bonuses in 1950 while not permit- 
ting other companies to use 1950 profits for the purpose of 
their bonus ceiling because such companies, in accordance 
with their normal practice of paying bonuses for one year after 
the close of that year, had not paid 1950 bonuses prior to 
Jan. 25, 1951, the stabilization date. On the other hand, 
companies could not be permitted to determine their 1950 
bonuses, subsequent to issuance of the Bonus Regulation, for 
any such permission would be wholly inconsistent with sta- 
bilization objectives. The Bonus Regulation was issued on 
Aug. 17, 1951, and it was assumed that companies which 
normally paid bonuses for 1950 after the close of that year 
would long before the issuance of the Bonus Regulation have 
made their bonus determinations and awards subject only to 
the approval of stabilization authorities. 

In view of the foregoing, bonuses “payable with respect 
to the calendar year 1950” is construed to mean bonuses 
which are: (1) payable as compensation for services ren- 
dered during 1950, and (2) payable entirely out of profits 
earned in 1950, and (3) determined and fixed in amount 
prior to Aug. 17, 1951, and which would have been paid 
prior to Aug. 17, 1951, but for wage or salary stabilization. 

Any employer paying 1950 bonuses in 1951 must main- 
tain records sufficient to establish that such bonuses comply 
with each of the foregoing requirements. Profit-and-loss 
statements, balance sheets, annual reports, income tax re- 
turns, and substantiating entries in the employer’s books 
will be considered relevant. The amendment subsequent to 
Aug. 17, 1951, of income tax or other returns to reflect in- 
creased bonuses will be deemed prima facie evidence that 
such bonuses were not determined and fixed in the manner 
contemplated by the Bonus Regulation and bonuses paid un- 
der such circumstances may be deemed a violation of the 
Bonus Regulation. 

(2.08) Q—What is meant by bonuses payable with respect 
to three years selected by the employer out of the five calen- 
dar years from 1946 to 1950? 


-Harris & Ewing 


57 











Rules for Bonuses 





A-—Bonuses paid with respect to each such year after the 
close of that year as compensation for services rendered dur- 
ing that year and paid entirely out of that year’s profits. If 
the year 1950 is included among the three base years, such 
bonuses must have been both fixed in amount and deter- 
mined prior to Aug. 17, 1951 (see 2.07). 

(2.09) Q—How may an employer on a fiscal-year basis deter- 
mine his bonus ceiling? 

A-—For the purpose of determining a bonus ceiling an 
employer on a fiscal-year basis may use only bonus payments 
made during the calendar year 1950 or during any three cal- 
endar years selected from the five years 1946 through 1950. 
An employer on a fiscal-year basis may not use bonuses that 
were not actually paid on or before Dec. 31, 1950. 

Example: A profit-sharing plan provides that 10 per cent 
of net profits shall be placed in a bonus fund with selection 
of participants in the bonus fund discretitonary. The com- 
pany’s fiscal year expires on June 30. In September, 1950, 
the company paid into the bonus fund and thereafter paid 
out $50,000, representing 10 per cent of its net profits of 
$500,000 for the fiscal year ending June 30, 1950. The com- 
pany’s net profits for July through December, 1950, (the 
first six months of the company’s fiscal year ending June 30, 
1951) amounted to $750,000. However, no part of such 
profits was distributed to employes. The company’s ceiling 
amounts to $50,000 and the company may not increase such 
ceiling by adding 10 per cent of the net profits during the 
last six months of 1950. If the employer had distributed a 
part of the July-December, 1950, profits in 1950, such part 
may be added to the ceiling. 


Section 3 

(3.01) Q—What is a contractual bonus? 

A—A contractual bonus is a bonus payable under a con- 
tract or a corporate instrument, such as a bylaw, or under an 
established plan, in effect on Jan. 25, 1951, providing a 
method or formula for both the computation of the bonus 
fund and for its allocation in a fixed or specific manner among 
ascertainable employes. Such a definite share in the profits is 
considered part of the rate of compensation that the employe 
was receiving on Jan. 25, 1951, and which he may continue 
to receive. 

Example: A corporate bylaw provides that 7% per cent 
of the company’s net profits shall be set aside for the presi- 
dent and four vice presidents, the president to receive 2% 
per cent and each of the four vice presidents to receive 1% 
per cent. 

The bylaw is considered as fixing a rate of compensation 
for the designated employes which includes the stated per- 
centage of profits. 

The Bonus Regulation allows payment of such percentage 
compensation to continue. 

(3.02) Q—Is there a limitation on contractual bonuses? 

A—The limitation on contractual bonuses is on the method 
or formula for computing the bonus. There is no dollar 
ceiling and the amount payable pursuant to such an arrange- 
ment may continue to be paid irrespective of variations in 
amount, but no increase in payments may be made as a re- 
sult of a change, subsequent to Jan. 25, 1951, in the method 
or formula of computing the bonus. 

(3.03) Q—What kind of changes in contractual bonuses 
are prohibited under the Bonus Regulation? 

A-—If a contract between an employing corporation and 
its president in effect on Jan. 25, 1951, provides for the pay- 
ment of a fixed salary plus 2% per cent of the net profits 
after taxes, the contract may not now be changed to increase 
the percentage of profits payable to the president from 2% 
per cent to 312 per cent. 

Similarly, the contract may not now be changed to com- 
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pute the share of profits before taxes or to eliminate deprecia- 
tion as an expense item in the computation of his share of the 
profits if depreciation had previously been treated as an ex- 
pense. Changes of such a nature (if permitted) may result in 
increased bonus payments. 

Nor may the formula be changed in such a way as to 
change the base in a manner not permitting a definite deter- 
mination as to whether the bonus would be increased by 
the change. . 

On the other hand, reduction in the percentage of profits 
to be shared may, of course, be put inta effect. 

(3.04) Q—Under an employment contract made in 1948, an 
employe is entitled to receive 2 per cent of the company’s 
annual net profits up to $500,000 and 2% per cent of the com- 
pany’s annual net profits in excess of $500,000. If the com. 
pany’s net profits have never exceeded $500,000 in the past 
but are expected to exceed $500,000 in 1951, may the em- 
ploye be paid 2% per cent of the company’s net profits in 
excess of $500,000? 

A—Yes. The increased percentage is considered part of the 
employe’s rate of compensation in effect on Jan. 25, 1951. 

(3.05) Q—A bonus plan in effect on Jan. 25, 1951, provides 
that 5 per cent of the company’s annual net profits shall be 
distributed among 10 designated officers and employes of the 
company in proportion to their salaries at the time of the bonus 
award, Is the plan considered a contractual bonus plan? 

A~Yes, if all the participating officers and employes were 
specifically designated and ascertainable prior to Jan. 25, 
1951. 

However, if the officers and employes were subject to 
selection, the plan would not be considered a contractual 
bonus plan. 

(3.06) Q—A bonus plan provides that 10 per cent of the 
net profits shall be set aside for the president of the company 
and such employes as he may designate, the president to re- 
ceive 25 per cent of the bonus fund and the remaining en- 
ployes to receive such bonuses as the president may deter- 
mine. Is this a contractual bonus plan? 

A—No, except as to the president, since he is the only em- 
ploye who is entitled to a bonus determined in accordance 
with a definite method or formula for both computation and 
allocation of the bonus. 

(3.07) Q—A bonus plan provides that 5 per cent of the net 
profits of the company shall be set aside for five designated 
employes in proportion to their salaries. The plan pro- 
vides that the share of any participating employe may either 
be reduced or increased by not more than 10 per cent in 
the discretion of the board of directors. Is this a contractual 
bonus plan? 

A~Yes, this is a contractual bonus plan but only to the ex 
tent that each of the participating employes has a predeter- 
mined share in the fund, i.e., as to 90 per cent of his interest 
in the bonus fund. The remaining 10 per cent interest of 
the participating employes constitutes a fund under a dis 
cretionary bonus plan (Sec. 4) since allocation is of a dis 
cretionary nature. 

(3.08) Q—In the foregoing example, would the result be 
changed if the board of directors, subsequent to Jan. 2, 
1951, renounced its discretion to reduce or increase the shart 
of each participating employe? 

A—No. Such renunciation represents an attempt to col 
vert the bonus fund from a discretionary to a contractuil 
basis in respect of the 10 per cent interest of the participat 
ing employes. 

(3.09) Q—Are profit-sharing plans that are qualified under 
Section 165 of the Internal Revenue Code contractual bonuses: 

A—The answer depends upon the nature of the plan and 


the obligation of the employer to the participating employes bo 


The same considerations apply as in the case of other plans 
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Profit-sharing plans qualified under Section 165 of the Internal 
Revenue Code may be the subject of a separate regulation 
relating to deferred compensation generally. 

(3.10) Q—An employment contract in existence on Jan. 
25, 1951, provides that in any year in which the employing 
company’s annual net profits exceed $100,000, the employe 
shall be paid a bonus equal to 5 per cent of his salary. In 
1950 the employe’s salary was $10,000. In June, 1951, the 
employe’s salary was increased to $11,000. Is the employe 
entitled in December, 1951, to a bonus of $500 (5 per cent 
of $10,000) or $550 (5 per cent of $11,000)? 

A—The employe is entitled to a bonus of $550, assuming 
of course that the salary increase was permitted by salary 
stabilization regulations. On the other hand, if the employe 
received the salary increase as a result of a promotion and 
the employe’s predecessor in the position to which he was 
promoted was receiving a salary of $11,000 without a con- 
tractual bonus arrangement, and profit-sharing arrangement 
is no longer part of the rate of compensation for the em- 
ploye’s position and the contractual bonus cannot be con- 
tinued. 

(3.11) Q—Under an employment contract made in Novem- 
ber, 1950, an employe is entitled to 212 per cent of the net 
profits. The contract expires on Oct. 31, 1951. May the con- 
tract be renewed for an additional period? 

A-Yes, provided the terms, including the profit-sharing 
percentage and its computation, are no more favorable to 
the employe. 

Renewal of the contract under such circumstances will 
not be considered to have increased the employe’s rate of 
compensation. 

(3.12) Q—Under an employment contract in effect on Jan. 
25, 1951, the executive vice president of a company was en- 
tiled to 242 per cent of the company’s net profits. The con- 
tract expired on Aug. 31, 1951, at which time the executive 
vice president left the company’s employment. May another 
individual employed as executive vice president or promoted 
to that position receive a contract upon the same terms as 
the executive vice president who resigned? 

A-Yes, provided the terms, including the profit-sharing 
percentage and its computation, are no more favorable to 
the new executive vice president than the previous con- 
tract. 

The contractual bonus was part of the rate of compen- 
sation attached to the position of executive vice president 
on Jan. 25, 1951, and may continue to be paid to an indi- 
vidual actually discharging the duties and responsibilities of 
that position. 


Section 4 

(4.01) Q—A company has had a profit-sharing plan which 
provides that 5 per cent of the company’s net profits shall 
be set aside for allocation to key employes selected by a 
bonus committee. During 1950 the company’s net profits 
amounted to $500,000, representing a greater amount than 
the average net profits during any three of the five years, 
1946 to 1950. The company distributed $25,000 as profit- 
sharing bonuses in respect of the year 1950. During 1951 
it is expected that the company’s net profits will amount to 
$750,000 so that under the company’s plan the company will 
have available for profit sharing 5 per cent of $750,000, or 
$37,500. May the company distribute this sum? 

A-No. The company may not distribute as bonuses more 
than $25,000, subject to permissible adjustments permitted 
by salary stabilization regulations. (See 6.01; consult also 
Sec. 9 of the Bonus Regulation. ) 

(4.02) Q—How is the existence of an established written 
bonus plan determined? 

A~An established written plan implies a formal documen- 
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tary basis, permanence in time, and continued application. 
These requirements are not fulfilled if the plan can only be 
shown to exist by a compilation of pay-roll or similar records 
showing that a bonus was paid by an employer in the past. 
However, if the requirements of an established plan are met, 
the plan need not have been formally communicated to the 
employes. 

(4.03) Q—Does an employer have an established plan if 
the plan is readopted from year to year either by the board 
of directors, by stockholders, or by both? 

A—Yes. 

(4.04) Q—A company has had a profit-sharing plan which 
provides that 5 per cent of the company’s net profits shall be 
set aside for allocation to employes. During 1950 the com- 
pany’s net profits amounted to $500,000, and the company 
distributed $25,000 as profit-sharing bonuses. In 1951 the 
company’s net profits will amount to $400,000. How much 
may the company distribute as profit-sharing bonuses? 

A-—$20,000. The company must adhere to the method or 
formula of computation contained in the plan even though 
the ceiling for 1950 is at a higher figure. 

(4.05) Q—May the method or formula for computing the 
bonus fund be changed? 

A—No. The bonus fund may not be increased as a result 
of a change in the method or formula made after Jan. 25, 
1951. (See 3.03) 

(4.06) Q—If an employer uses a three-year period for com- 
puting his bonus ceiling, may he pay in the current year a 
bonus to any one of his employes up to the highest bonus paid 
to any employe in any one of the three years selected? 

A—Yes. For example, if an employer used the average of 
all his bonuses paid in 1947, 1948 and 1949, and the highest 
bonus paid in any one of these three years was $15,000, the 
highest bonus payable is $15,000. If, in this example, the 
employer paid a bonus of $20,000 in 1950 but that year was 
not used in computing the bonus ceiling, the employer 
may not use the $20,000 bonus for the individual bonus 
ceiling. 

(4.07) Q—What other limitations are imposed on the em- 
ployer’s discretion in distributing bonuses? 

A-—The employer must follow his historical or usual prac- 
tices in distributing bonuses to his employes or to groups of 
his employes under the plan. 

For instance, if an employer had in effect a particular type 
of personnel-evaluation system, he may not abandon this 
system and substitute arbitrary discretion. 

If an employer allocated bonuses among divisions of his 
company, treating the employes in each division as a sep- 
arate group, he may not abandon this system and distribute 
bonuses to only one division or distribute them arbitrarily 
among all employes without regard to sharing in the bonuses 
by the employes in these divisions as groups. 

If the employer distributes bonuses among business 
divisions or other groups or units of his employes, he 
must observe the ceiling on the highest individual bonus 
in each such division, group or unit paid in the base bonus 
period. 

(4.08) Q—An employer with an established but discre- 
tionary bonus plan, administered by a bonus committee of 
the board of directors, had in 1950 a minimum salary require- 
ment for participating employes of $8,500 per annum. The 
employer now desires to lower the minimum requirement to 
$7,500 per annum. May he do so? 

A—No, not without approval by the Office of Salary Sta- 
bilization. Approval would likewise be required for the em- 
ployer to increase the minimum salary requirement. 

(4.09) Q—May a discretionary bonus plan include both 
employes under the jurisdiction of the Wage Stabilization 
Board and of the Salary Stabilization Board? 
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A~Yes, provided that in paying bonuses, the employer 
separates the bonus fund for the two groups of employes, and 
observes the provisions of the Bonus Regulation of the 
Salary Stabilization Board and his historical or usual practice 
with regard to that portion of the bonus fund which is paid as 
bonuses to the employes under the jurisdiction of the Salary 
Stabilization Board. 


Section 5 

(5.01) Q—How may discretionary bonuses be paid? 

A—The employer may pay up to the same bonuses paid 
or payable to the same employes in or with respect to the 

calendar year 1950. 

For example, if employes A, B and C receiv ed in 1950 bo- 
nuses of $1,000, $3,000 and $10,000 respectively, their em- 
ployer may in 1951 pay bonuses to A up to $1,000, to B up 
to $3,000 and: to C up to $10,000. Under this method B can- 
not receive a bonus of $5,000. 

If the employer wants to pay B such a bonus, he must use 
the bonus-fund method under section 5 (b), as explained in 
paragraph 5.02 below. 

(5.02) Q—If the employer desires to make a different al- 
location to employes from that made in 1950, how may he 
do so? 

A—The employer may compute his bonus ceiling (in ac- 
cordance with the options allowed in Section 2) and 
treat an amount not in excess of such ceiling as a fund which 
he may distribute in his discretion among any of his em- 
ployes, subject to the ceiling on individual bonuses and the 
limitation that he must follow any past practice as to the 
particular groups of employes who have been paid a bonus 
in the past. 

For example, if bonuses have in the past only been paid 
to department heads and officers of the company were not 
paid bonuses, an officer of the company may not be paid a 
bonus this year under the Bonus Regulation. 

(5.03) Q—Are there any other limitations on the exercise 
of the employer’s discretion in distributing the bonus fund? 

A-—The same general limitations apply as apply to the 
distribution of the bonus fund under an established plan 
(see, e.g., 4.06). 


Section 6 

(6.01) Q—If an employer has in the past awarded bonuses 
under a plan (Section 4) or out of a bonus fund (Section 5 
[b]) to a group of employes, may he increase the fund if the 
group has increased? 

A—Yes. If the group is composed entirely of employes un- 
der the jurisdiction of the Salary Stabilization Board and has 
increased solely through hiring, promotions or transfers into 
the group, the employer may average the bonuses paid to 
the employes in the group in the base bonus year and add 
an amount not in excess of such average for each new em- 
ploye in the group. 

The increase in the group is the difference between the 
current number of employes in the group and the number 
of employes in the group during the base period, even though 
some of the employes in the group during the base period 
received no bonus. 

Examples: (a) An employer had a group of 20 engineers 
who received bonuses totaling $5,000 in 1950 (the base 
year), and the average bonus paid to such employes was 
therefore $250. In 1951, at the time of the distribution of 
bonuses, the number of engineers has increased to 30 by the 
expansion of the group through the hiring of 10 new engi- 
neers. 

The employer may increase the bonus fund by 10 times 
$250 or $2,500, bringing the total bonus fund to $7,500. 
The employer may distribute this total of $7,500 among his 
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30 engineers as he sees fit, subject to the limitations in the } 
regulation as to past practice, etc. Within these limitations 
the employer need not distribute a bonus to the 10 new en. JN 
gineers even though their addition to the group has increased | pl 
the bonus fund. However, the average bonus paid to the en- | m 
gineers must not exceed the amount of $250, which was the | 
average of the bonuses paid to the engineers in the base pe- J ac 
riod 1950. ( 

(b) If the employer in 1950 had paid bonuses to only 15 J in, 
out of the 20 engineers, he may not increase the bonus fund J poy 


because he wants to give a bonus this year to the five engi- i 
neers who did not participate last year, if there has been no pay 
increase in the group through hiring, promotion or transfer, (! 


However, the employer can distribute the bonus fund among §f mag 
all 20 employes by reducing the individual bonus of some { suet 
or all of the 15 recipients of the 1950 bonus. to th 

(6.02) Q—How does the employer determine the average J the , 
bonus which he must maintain when the group is increased? J that 

A-—The average bonus is determined by dividing the J paid 
total bonus paid to the group by the number of employes J earn; 
who received a bonus. If the employer paid 20 engineers A- 
total bonuses aggregating $5,000 in the base year 1950, the fig Jai 
average bonus is $250. 

Regardless of the amount that he may add when the group 
increases, the average of the bonuses paid in any subsequent (9.¢ 
calendar year may not exceed $250. bonus 

Assuming that in the example given in the answer to the J dividy 
preceding question, the group of engineers has_ increased In 19° 
in 1951 to 30 and the bonus fund has increased to $7,500, the Tithe sa 
employer, if he so desires, may pay three of the engineers by 10 
bonuses of $500 (if this sum was not in excess of the highest J yisions 


single permissible bonus) provided bonuses to other engi: J 4_) 
neers are reduced sufficiently so that the $250 average for conside 
he group of engineers is maintaine . 

the grouy gineers is maintained. dation 


(6.03) Q—Under the employer’s bonus plan all employes Regula: 
who earn $5,000 or more per annum are eligible for a bonus. (9.02 
A, whose salary in 1950 was $4,500, is promoted to a posi- $100.06 
tion in the engincering department paying $5,500. B, an J, in 
employe in the department, receives a merit increase, which J juice th 
increases his salary from $4,800 to $5,100. Can the bonus against 
fund for the engineering department be increased on account Gmeral 
of A’s promotion and B’s salary increase? A-Ne 

A—Yes. 3 

(6.04) Q—An employer computes his bonus ceiling by i ‘ 
taking an average of the total bonuses paid in the three years J; wd : . 
1947, 1948 and 1949. In 1947, he had 25 engineers; in * cag 
1948, 30 engineers; and in 1949, 35 engineers. What is the the 
size of the group on the basis of which he can determine ‘wl 
whether the group has increased or decreased in 1951? — 

A—30. The average size of the group tor the three years 9 03) 
forms the basis for the increase or decrease in the bonus fund. total ol 


Section 7 paid on 
aggregate 


(7.01) Q—An employer has distributed his bonus fund in rome 
such a manner that some employes have received very high i dhe 
bonuses and others very low ones. Can the disparity of totd rb empl 
compensation thus created be used as a basis for an applica the ries si 
tion to increase the salary or other compensation of the et $50 00 
ployes who received low bonuses? ptovided 





A—No. The Bonus Regulation expressly provides that any 
inequities created by the distribution of bonuses shall not f° % by he 
constitute a basis for a subsequent application for increasilf % e 
salaries or other compensation. Thi 

IS Sum 
Section 8 Y Salaries 
fencement 





(8.01) Q—A company has customarily paid bonuses ™ 
October 1. It now desires to pay bonuses on June 1, so that nus d 
the employes may receive their bonuses before the usu 
summer vacations. May it do so? 
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: A—No. Bonuses may not be accelerated in advance of the 
1 the | customary time of payment. 
tions (8.02) Q—An employer in the past has paid a bonus on 
ven. | November 1 of each calendar year. The employer contem- 
eased | plates going out of business on Oct. 1, 1951. May the pay- 
ie en- | ment of the customary bonus be accelerated? 
is the A—The payment of bonuses in this situation may not be 
se pe- | accelerated. 

(8.03) Q—Under a profit-sharing plan, a bonus awarded 
ily 15 | in one year is paid in five annual installments. May the bonus 
‘fund | now be paid in four instead of five annual installments? 

engi- A-No. Such a change would represent an acceleration in 
en no § payment. 
unsfer. (8.04) Q—Under a profit-sharing plan, a bonus award 
imong § made in one year is payable in four annual installments and 
some #@ such installments are paid only if “earned out”—that is, subject 
to the condition, among others, that the employe continues in 
verage # the company’s employ. May the plan be amended to provide 
eased? § that the unpaid installments of the bonus award shall be 
ig the § paid to the employe if his employment is terminated before 
iployes J earning out such installments? 
gineers A-No. If the plan did not contain such a provision prior 
30, the J to Jan. 25, 1951, the plan may not be so amended. 
- group Section 9 
equent § (9,01) Q—A company has annually paid discretionary 
bonuses to a group of its employes, the bonuses to each in- 
to the Pdividual in the group having ranged from $1,000 to $5,000. 
creased 9 In 1950 total bonuses to the group aggregated $100,000. May 
90. the I the salaries or other compensation of the group be increased 
igineets | by 10 per cent of $100,000, or $10,000, pursuant to the pro- 
highest Jvisions of General Salary Stabilization Regulation 1? 
x eng |} A-No. Bonuses paid under the Bonus Regulation are not 
‘age for Boonsidered “regularly paid bonuses” for the purpose of in- 
clusion in salary levels under General Salary Stabilization 
mployes J Regulation 1. 
1 bonus. (9.02) Q—In 1949 a company paid aggregate bonuses of 
) a pos 7$100,000 to a group of its employes. In 1950, and subsequent 
). B, a Ho Jan. 15, 1950, it paid aggregate bonuses of $125,000. 
>, which ] Must the $25,000 increase in bonuses paid in 1950 be charged 
e bonus J against the 10 per cent allowable for salary increases under 
accoult | Ceneral Salary Stabilization Regulation 1? 

A-No. The Bonus Regulation provides that a bonus in- 
- crease in 1950 need not be charged against the allowable 
iling by }i9 per cent catch-up increase, as distinguished from a salary 
ree yeas Tincrease which has become a permanent part. of the em- 
neers; | Holoye’s rate of compensation. Upon the same _ reasoning, 
iat Is the the bonus cannot be prorated back to the Jan. 15, 1950, 
letermm Thase-salary level to provide an additional bonus or salary 
51? _ fincrease. 
pee a (9.03) Q—The bonus ceiling of an employer based upon 
nus fund Figtay bonuses paid in 1950 is $50,000. These bonuses were 

paid on Dec. 31, 1950, to a group of five employes whose 
ie aggregate salaries amounted to $1,000 per week for the first 
‘ yi regular pay-roll period ending on or after Jan. 15, 1950. 
age o The employes in the group have received no increases in 
ye : : salaries since Jan. 15, 1950, and the number of employes in 
. = - the group has remained constant. May the bonus ceiling of 
i oon $50,000 be augmented by the 10 per cent catch-up increase 
_y @tovided in General Salary Stabilization Regulation 1, and, 

s that any hen by b h? 

ee Tb Se egel 

crease eee bonus ceiling of $50,000 may be increased by 


yonuses o! 
, 1, so thal 
the usul 


This sum is computed by multiplying the aggregate week- 
y salaries of $1,000 by the number of weeks from the com- 
encement of the bonus period, Jan. 1, 1951, to the date 


:P bonus distribution, Dec. 31, 1951, (i.e. 52 weeks) and 


y taking 10 per cent of that amount. 
(9.04) Q—Upon the facts stated in the example just given, 
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the highest single bonus paid in 1950 was $12,000. What is 
the highest individual bonus that may be paid? 

A-—$17,200—that is, the $12,000 ceiling on individual 
bonuses, plus the entire amount ($5,000) available by reason 
of the increase >f the bonus fund under General Salary 
Stabilization Regulation 1. The 10 per cent allowance may 
in the discretion of the employer be distributed to only one 
individual in a group, subject to the condition that any in- 
equity so created cannot be used as a basis for approval of 
other salary adjustments. 

(9.05) Q—If an employer uses the 10 per cent catch-up 
increase for bonuses in 1951, may he use it again for bonuses 
thereafter? 

A-—Yes, unless he has granted a general 10 per cent in- 
crease or otherwise used the permissible increase since 
Dec. 31, 1951. 

(9.06) Q—An employer has a weekly base compensation 
pay roll of $10,000 for employes subject to the jurisdiction 
of the Salary Stabilization Board. The authorized percentage 
increase under General Salary Order 6 (effective Jan. 1, 
1952, GSSR 1 Revised, Section 4.1) is 2 per cent as of Dec. 
1, 1951, the date of the employer’s computation under GSO 
6. What is the maximum amount available to the employer 
at that date for distribution of bonuses, assuming the amount 
available for that purpose under the terms of GSO 6 as of 
Dec. 1, 1951? 

A-—$200, if Dec. 1, 1951, is the employer’s customary 
date for distributing bonuses. 

If the employer’s customary date of distribution is Dec. 
28, 1951, the pay roll remaining constant, the employer may 
add $800 to the bonus fund and pay that amount by way 
of bonuses. 

(9.07) Q—If an employer uses the percentage increase 
authorized under General Salary Order 6 for the payment 
of bonuses in 1951, may he use the percentage increase to 
pay a bonus in a subsequent year? 

A—No. If the percentage increase authorized under GSO 


6 is once used for bonuses, it is charged off and cannot be . 


used again. 


Section 10 

(10.01) Q—What reports must an employer file who has 
paid bonuses pursuant to the Bonus Regulation? 

A—Under the Bonus Regulation the employer must file a 
report if the bonus fund is increased pursuant to the provi- 
sions of Section 6. 

This report must be filed with the Office of Salary Stabili- 
zation within 30 days after payment or allocation from the 
bonus fund has been made. If the bonus fund has been in- 
creased through use of Section 8 of General Salary Stabiliza- 
tion Regulation 1, the report required by Section 8 must 
also be filed. 

(10.02) Q—Must a copy of a contractual bonus or an es- 
tablished bonus plan be filed? 

A-—No. The only present exception is that provided by 
paragraph (e) of Section 4 of General Salary Stabilization 
Regulation 1. 


Section 11 

(11.01) Q—What is the purpose of Section 11? 

A-—To make clear that permission granted by the Bonus 
Regulation to pay a particular bonus does not mean, for ex- 
ample, that the payment of the bonus could not be chal- 
lenged as a waste of corporate assets in an action by stock- 
holders. Obviously, the Salary Stabilization Board, in issu- 
ing its salary-stabilization regulations, is making no deter- 
mination with respect to the validity or propriety of pay- 
ments under laws other than those relating to salary stabili- 
zation. 
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LEFTIST UNIONS: DEFENSE RISK? 


Big Loophole Is Found in Test of Loyalty 


Here’s the newest Washington 
mystery: How do left-wing un- 
ions stay off the Attorney Gen- 
eral’s list of subversive groups? 

Schools and leagues are on the 
list. So are political organiza- 
tions. But unions ousted by the 
CIO still are immune. 

Atomic-energy plants can bar 
unions for security reasons, but 
Defense Department cannot. It 
makes for a double standard. 


This is a situation that is beginning 
to attract attention: 

Unions thrown out of the CIO on the 
ground that they are Communist-dom- 
inated are allowed to represent workers 
in defense plants and to call strikes in 
those plants. 

Schools for training of union leaders 
sometimes are on the list of organiza- 
tions classed by the Attorney General as 
“subversive.” Students are suspect and 


may have difficulty getting jobs in the 
Government. 
Unions that employ graduates of these 


schools and are held by the CIO to be 
Communist-dominated are not on the 
list of organizations held by the Attorney 
General to be subversive. Membership 
in one of these unions is not a black mark 
if the member seeks employment in the 
Federal Government. 

More than 100 committees, leagues, 
associations, societies, schools and other 
organizations are on the Attorney Gen- 
eral’s list. Few of these organizations are 
in a position to carry out subversive de- 
signs. Unions classed by the CIO as 
dominated by Communists, however, 
are in a position to call strikes in vital 
defense industries and recently have 
called them, yet are not found by the 
Attorney General to be eligible for mem- 
bership on his list of subversive organ- 
izations. 

One union, the United Public Work- 
ers, was cut off from the CIO on the 
ground that its leadership was left-wing. 
Members of this union, however, are 
eligible for Federal Government em- 
ployment in sensitive agencies. 

Unions that are held to follow the 
Communist Party line cannot represent 
workers in the Atomic Energy Commis- 
sion or its plants. Yet, these unions are 
free to represent workers in equally vi- 
tal defense plants not controlled by the 








‘THE STOPPER’ 


Morris in the Savannah Morning News 


When is a union ‘‘subversive’’? 
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Atomic Energy Commission. Their lead. 
ers bargain in those plants. 
This interesting situation is begin- 
ning to get attention in Congress. Sen. 
ator Pat McCarran (Dem.), of Nevada, 
chairman of the Judiciary Committee of 
the Senate, wants to extend to all de. 
fense plants the power that the Atomic 
Energy Commission now has to prohibit 
unions found to be security risks from 
bargaining for employes. He also would 
prohibit Communists from being officers 
of labor unions. His plan would allow an 
employer to fire any worker who be. 
longs to an organization termed subver. 
sive or Communistic by the Attorney 
General. 
There are 11 unions formerly affil- 
ated with the CIO that were held by the 
CIO to follow the Communist Party line, 
Why none of these organizations js 
listed by the Attorney General as sub- 
versive is termed a “mystery” by some 
interested officials. The Department of 
Justice does not explain the reason for 
this “mystery” other than to comment 
that new organizations are added to the 
list of subversive organizations “only 
after extensive investigation.” No union 
is on the list. 
Legal difficulties are held by some 
officials to lie back of the failure of the 
Attorney General to find a single union 
to be subversive, although the major u- 
ion leaders of the country declare sev- 
eral unions to be Communist-dominated. 
The Taft-Hartley Act is held to bea 
some of the responsibility. Under this 
Act, as under the Wagner Act before 
it, an employer is required to bargail 
with a union that wins an election cot- 
ducted by the National Labor Relation 
Board. This is cited by the Defense De- 
partment as the reason it cannot bar: 
left-wing union from a privately owned 
defense plant. If workers in the plant 
want to be represented by a union classe 
as Communist-dominated, the Defens 
Department claims it is powerless to 40 
anything about it. 

NLRB decisions in  atomic-energ} 
cases, however, may provide an answe! 
for the Defense Department if it dé 
cides to crack down on left-wing unio 
NLRB said in these cases that a uniol 
winning ‘an election would get the bar 
gaining rights only if cleared by the AEC 
for security. This policy might be e 
tended to defense plants where a qué 
tion of security is involved. 

The requirement that union official 
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American. Air Filters, Roto-Clones and other AAF 
products — now used in practically all industry and commerce — 


are a remarkable example of how a good idea succeeds. 





Wherever American Air Filter developments are used, 


there have been as many as 500 repeat orders from 











NOW Available 
the New 


MOBILIFT 
REIT) DUT (2g 
Fev RMilic DRIVE 
Fork Lift Truck 


Ilustrated: 


STAND-UP MODEL 
“HeW" — 3,500-lb. 
cap. on 15” load 
center. Mast Ht. 83” 
(Free Lift 56”; Lift 
Ht. 108”; Mast Ht. 
136”). Outside turn- 
‘ing radius 637%”; in- 
side turning radius 
Zero. Also available 
with std. 63” Mast. 


MODEL “‘H’’ 3,000- 
Ib. cap. available 
with 63” ond 83” 








Created to meet a demand! 
This is the new model that MOBILIFT en- 
gineers developed to meet specific needs in all 
types of industry to help speed production 
and cut handling costs. 

Not a single MOBILIFT maneuverability 
feature found in smaller models has been 
sacrificed in this versatile model. 

EXCLUSIVE FEATURES: 


@ LEV-R-MATIC CONTROLS 
Push-Pull levers—No gears to shift. 


@ MOBIL-CHAIN LIFT. 
Unobstructed view between uprights. 


@ MOBILIFT AIR-COOLED 3-CYL. ENGINE. 


WRITE TODAY 
moBiLiry for complete specifications 


LeRMalec on this new “'H’”’ series. 


MOBILIFT 


CORPORATION 


835 S.E. MAIN * PORTLAND 14,40RE. 


CHICAGO * E. RUTHERFORD, N. J. 
ATLANTA + BERKELEY + DALLAS 
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. . . Crippling strikes 
already have taken place 


sign non-Communist affidavits has not 
accomplished all that Congress intended. 
The idea was to keep left-wing unions 
off NLRB ballots by requiring union 
officers to sign affidavits swearing that 
they are not members of the Communist 
Party. Union officers, however, found 
that they could resign from the party and 
then sign the affidavits. To tighten the 
law, Attorney General J. Howard Mc- 
Grath has suggested that officers be re- 
quired to swear that they have not be- 
longed to the Communist Party in the 
last year. 

Danger spots that concern defense 
officials are showing up in various fields. 
There already have been crippling strikes 
in defense industries since the country 


Searris & Ewing 
ABRAM FLAXER 
. «4 foothold in Government 


began to rearm. Few, up to now, have 
been shown to be Communist-inspired, 
but the fear is always present that Com- 
munist-dominated unions will suddenly 
decide to use the power they have to 
shut down defense plants. This threat 
has been more real since American Com- 
munists a few weeks ago got orders from 
a French leader of the party to sabotage 
the arms program by strikes. 

The United Public Workers union is 
one of the groups causing concern. This 
union, one of those ousted by the CIO, 
has a membership that is concentrated 
in government agencies. Members in- 
clude federal jobholders and employes 
of State, county and municipal govern- 
ments. Although most of the members 
hold rather minor jobs, some may have 
access to secret documents. In some 














| : ALL THESE ADVANTAGES 





 saiiitiain Giiddiannll dmiemateicaene 


FLORIDA’S 


FINEST 
| ADDRESS 


e #8 


So spacious— 


you're never 


tt Mp, ah 


S et. 2 
EBS &,. 
: cam ®e,... 


* ONLY THE RONEY HAS 


3 block beach, swimming pool, 6 
acres of gardens, putting greens, 
tennis, cabana club, all recreational 
facilities, outstanding accommoda- 
tions, cuisine, services, also dancing, 
entertainment. Open year round. 

Completely Air Conditioned. 
Contact-hotel, travel agents or Schine Ho- 


tels: in N. Y., MU 8-0110; Chi., AN 3-6222; 
Detroit, WO 3-5200; Phila., PE 5-3123. 
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. . . Left-wing unions 
pose threat to water, power 


communities, members of this union are 
employed by municipally owned electric 
plants and water utilities where they 
are in position to sabotage power and 
water supplies. This union is headed by 
Abram Flaxer, and, although its strength 
has fallen off since its ouster by the 
CIO, it still claims a membership in the 
thousands. 

The United Electrical Workers is 
another left-wing group being watched 
closely by defense authorities. This un- 
ion, also purged by the CIO, has been 
barred from atomic-energy plants by the 
AEC. However, the union is able to re- 
main as bargaining agent in some defense 
plants. This union maintains a sizable 
membership, despite intense competition 
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HARRY BRIDGES 
. ..@ voice on the docks 


from the rival Electrical Workers Union 
affiliated with the CIO. 

A longshoremen’s union led by 
Harry Bridges also is a potential danger 
spot. This group, the International Long- 
shoremen’s and Warehousemen’s Union, 
was expelled from the CIO on charges 
of Communist leanings, but CIO and 
AFL unions have not been able to 
destroy Bridge’s influence on the West 
Coast docks. Bridges could tie up 
some arms shipments if he wanted to 
do so. 

The copper mining and smelting in- 
dustry has had one strike in recent 
months and is open to the threat of more 
from the Mine, Mill & Smelter Workers. 
This is another union thrown out by the 
ClO on the ground that it played too 
close to the Communist line. A pro- 
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natn a - " \ 
PUT THAT NEW PLANT NEAR THE CROSS ROADS \ 
OF AMERICA’S CENTER OF POPULATION! \ 
1950 U. S. Census figures gave the U. S. Population Center the 

biggest westward hop since 1890 ... and the greatest southerly 

move on record! 


Opauas “3 








Executives considering plant location will find that the best 
choice for their new plant will be in Frisco territory... directly 
in the path of the moving center of population. 


AMERICA'S CROSS ROADS 
THE CHOICE OF FORWARD THINKING PLANNERS 


Centrally located to the nation's great Consumer Markets 


Centrally located to both Industrial and Natural Raw Material 
sources 


Centrally located to Electric Power, Fuel and Water Supply 
Centrally located to skilled and unskilled Labor Supply 


We will be glad to assist you in selecting choice communities and sites 
or buildings located in any of the 9 great states served by FRISCO. 
Your confidence, of course, will be respected. Write today to: 





5,000 MILES SERVING: 


Missouri Oklahoma Mississippi 
Kansas Texas Alabama 
Arkansas Tennessee Florida 
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SO YOU WANT 


TO INVEST 





... tor Income” 


1 peor ABOUT INCOME TODAY... 
and most people will tell you 
they don’t have enough! 

That’s why so many people make 
“Income” their primary objective 
when they invest. Of course, risks 
usually rise with the rewards from 
any investment. So how much in- 
come you can expect depends on 
your needs, your funds—and the 
degree of risk you feel you can af- 
ford. But, just for example... 

Take the case of a young widow 
left with one child, minimum ex- 
penses of $4,000 a year, and a small 
estate of some $25,000. She still 
works, but her $3,000 salary leaves 
her $1,000 short of her needs. She 
doesn’t want to dig into her capital 
—or risk it unwisely either. So her 
objective is to realize a compara- 
tively low-risk income of about 5% 
a year on her $25,000. 

And that isn’t too hard. Not 
when 930 common stocks on the 
New York Stock Exchange aver- 
aged better than 6% last year ... 
when nearly a third of them have 
paid dividends for at least 20 years. 

Helping you select suitable stocks 
for your objective is our business. 

Whether you want to invest for 
Income, for Growth, or for Safety, 
we'll be glad to review your par- 
ticular situation, appraise your pres- 
ent holdings, or plan a sensible pro- 
gram to help you reach any reason- 
able objective. 

There’s no charge, no obligation. 
Just ask for the help you need at any 
of our 100 offices. We'll be happy 
to put you in touch with our mana- 
ger in the one nearest you. Simply 
address— 


Department SA-74 
MERRILL LYNCH, 
PIERCE, FENNER & BEANE 


70 Pine Street, New York 5, N. Y. 
Offices in 97 Cities 


*Other current advertisements of this 
firm deal with Growth and Safety as in- 
vestment objectives. We'll be glad to 
send copies of these, or prepare a special 
investment program for your situation. 
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. . . Shutdown in copper 
would be a blow to defense 


longed shutdown in this industry would 
be a severe blow to the arms program, 
since copper is one of the metals that 
continue in a tight supply situation. 

These are some of the larger left-wing 
unions that are considered to be a po- 
tential threat to the defense program. 
They would be the first to be affected 
if more stringent measures were im- 
posed to protect defense plants and 
communication lines. 





Raise Formula 
Set by Rubber 


There is a tip-off as to wage policy 
of the future in increases now being ap- 
proved by the Government. This tip-off 
comes in decisions involving companies 
in the rubber and copper industries. 

In rubber, the Wage Stabilization 
Board indicates that there are various 
ways under existing rules to get official 
sanction for a raise. Employers and un- 
ions wishing to get approval of pay 
raises should follow closely the Board’s 
arithmetic in the rubber case. It goes 
like this: 

A 1950 raise for rubber workers 
amounted to 12 cents-an hour. Of this, 
1.5 cents was used to correct below- 
standard rates in each plant, rates that 
were out of line with those paid by the 
same company for comparable work. 
WSB decided that this 1.5 cents was a 
fringe item, not charged against the 10 
per cent formula allowed for general 
wage increases. This meant that the 
1950 raise to be counted against the 
formula was pared to 10.5 cents. 

The 10 per cent formula, based on 
January, 1950, pay levels, allowed a 
raise of 16.16 cents for rubber workers, 
WSB found. After deducting the 10.5 
cents, there still was a balance of 5.66 
cents in this formula, to be applied 
against a raise negotiated last summer. 
Rounding this off, WSB decided that 
6 cents was available under this 10 per 
cent rule. 

A cost-of-living adjustment for 1951 
then was taken into consideration. WSB 
allows employers to raise pay to match 
the rise in the cost of living during this 
year. The index so far has risen 3.3 per 
cent, allowing another 6 cents to rubber 
workers. With the 6 cents from the 10 
per cent formula, this accounted for all 
but one penny of the 13-cent raise 
negotiated. 

An extra cent then was found to be 
available under the heading of a shift 


| small or large, a New York 





It pays to 


do business in 
New York State 


Firms doing defense business 
find a New York State loca- 
tion means convenient and 
quick access to competent sub- 
contractors and suppliers. For 
the smaller producing firms 
within the State, this concen- 
tration of defense orders means 
unlimited opportunities for 
subcontracts. Whether you are 





State location always offers 
many advantages. For book- 
let ‘Industrial Location Serv- 
ices,’’ write: N.Y. State Dept. 
of Commerce, Room 183, 112 
State St., Albany 7, N. Y. 














SF, 


<S | 8 
_ “tt! PENNSYLVANIA 
| LUXURY RESORT HOTEL 


Everything you can possibly want in the 
way of Florida fun and sport — plus quiet 
refinement for complete relaxation. Air- 
conditioned dining room. 

EUROPEAN PLAN RATES 
All rooms with bath. 

Dec. 15 to Jan 15 and Mar. 15 to April 15 
Single from $8.00 Double from $10.00 
Jan. 15 to Mar. 15 
Single from $10.00 Double from $12.00 
For reservations or FREE folder and de- 

tailed information write ... 
Edward F. Nash, Mgr. 
Hotel PENNSYLVANIA 
West Paim Beach, Florida 


e 
Other Kloeppel Hotels in Florida 
George Washington Mayflower 
Jefferson in Jacksonville 
George Washington in West Palm Beach 
ad 
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BETTER SIGHT...BETTER SOUND... BETTER* BUY 











It’s the hotel that saves you time 
in Washington. Mere minutes from 
government agencies, it is also 
within walking distance of the 
financial district, department stores 
and theatres. Living is comfort- 
able. Service is unsurpassed. You'll 
enjoy the Carlton. 


Frank E. Weakly, 
president 
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. . . Steel settlement 
will establish pay pattern 


differential. This is another fringe item. 
That made it possible to approve the 
entire 13 cents. 

Retroactive pay, however, was re- 
duced on part of the raise. The com- 
panies had agreed to make the increase 
effective when contracts were signed 
last summer, but WSB ruled that the 6 
cents due under the 1951 cost-of-living 
formula is to start as of October, 1951. 

In copper, the Wage Board had less 
of a problem. Eight cents of the 15-cent 
raise was found to be due under the 10 
per cent and 1951 cost-of-living for- 
mulas, combined. A 10-cent increase 
given in this industry last year did not 
use the entire 10 per cent allowance. 
However, the WSB indicated that it 
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—Dowling in the New York Herald Tribune 


‘CAREFUL, WE’RE GOING 
TO BLOW A FUSE’ 


sometimes will be generous in approv- 
ing fringe benefits. It was able to 
approve a 7-cent raise for elimination 
of inequities in job rates within the 
companies. 

A wage pattern for 1952. is expected 
to be set when the Wage Board approves 
an increase in the steel industry. Of- 
ficials are expected to find room for an 
increase of 6 to 10 cents an hour, pos- 
sibly a little more, under the heading of 
cost-of-living adjustments. Much depends 
upon which months WSB uses as the 
base date in figuring this item. It has au- 
thority to go back to the date of the last 
contract in calculating the living-cost 
rise. On top of that, WSB is likely to 
approve a raise for improved produc- 
tivity, possibly 4 or 5 cents an hour. Also, 
it is expected to approve fringe benefits. 








50 YOU THINK 
YOURE INSURED... 


“$8000 cash vanishes from store’s 
unlocked safe. Owner has insurance 
against burglary but not mysterious 
disappearance. He thought he was 
insured. His loss—$8000.” 


Don’t Take a Loss 


29 different gaps in coverage can cost 
you money! Don’t risk a loss by thinking 
you’re fully insured. Know you have full 
insurance protection. Be safe, not sorry. 


See your AMIco agent for all casualty, 
property insurance and bonds. AMIco 
is a strong legal reserve company paying 
dividends to policyholders. 


Write for AMICO’S 
valuable new booklet, 
29Gapsin Your Bridge 
to Security, today. It 
may save you money! 






pam aaa — — —s 


AMERICAN Motorists INSURANCE COMPANY 
4760 Sheridan Road 

Chicago 40, Illinois 

Please mail me my FREE copy of 29 Gaps in 
Your Bridge to Security. 


NOME Kad dwétincacwlicvascsneqnuduewuedad e 
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What doesn't belong in this picture? 


All but one of the objects in this picture have something in common 





- Norton or Behr-Manning products 


are important factors in their manufacture and in their quality. Can you find the stranger? 


The “sawdozer?” No! This spectacular time-saver, 
which cuts down trees up to 24 inches in diameter with 
a single stroke, owes much of its power and stamina to 
parts ground by Norton and Behr-Manning abrasive 
products. That 6-foot, V-shaped saw blade, for example, 
is kept sharp by Norton grinding wheels. 

The tools? No! Their utility and strength come from 
operations in which Norton and Behr-Manning play vital 
parts. The best way to give a razor edge to a chisel, for 
instance, is to sharpen it with a Norton Abrasives INDIA 
oilstone. 

The figurine? No! It was fired for hours in a kiln 


on refractory shapes made of a special Norton cRYSTOLON 
refractory mixture. 

The sponge? No! While frozen, it was shaped by a 
Behr-Manning coated abrasive product. 

The stranger in the picture is the squirrel. Re- 
member, any man-made product . . . whether of metal, 
wood, paper, cloth, leather, ceramics or plastics . . . de- 
pends in some important way on abrasives, abrasive 
products, refractories, or grinding machines that bear 
such well-known trade-marks as Norton and Behr- 
Manning ... world’s largest manufacturers of abrasives 
and abrasive products. 








NORTON Gulaking better products to make other products better 





NORTON COMPANY 


MAIN OFFICE aND worRKks WORCESTER 6, MASSACHUSETTS 


ABRASIVES ® GRINDING WHEELS aed REFRACTORIES 
NORBIDE GRAIN ANO MOLDED PRODUCTS 
GRINDING AND LAPPING MACHINES bd NON-SLIP FLOORS 


SOLO OF FEKOING. BASTREAGCYT SWS 


AND 


BEHR-MANNING 


BEHR-MANNING 


DIVISION OF NORTON COMPANY TROY, NEW YORK 


ABRASIVE PAPER AND CLOTH ® OILSTONES 
ABRASIVE SPECIALTIES 
BEHR-CAT BRAND PRESSURE-SENSITIVE TAPES 


DEALERS THE WORLD OVER 
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| Trend of American Business 





24th and N Streets, N.W. 
Washington, D. C. 


Business activity is holding steady at a high level, pointing to a rise. 

Christmas trade is spotty, up in some areas, down in others. Sales of 
department stores show an over-all gain of 5 per cent from a year ago. 

Sales reports, however, are by no means uniform. They're up in Cleveland 
and in Dallas, down in Minneapolis, Philadelphia, Chicago and New York. 

Industrial production is above a year ago, but slightly below the peak rate 
hit last April and May. It's due to climb as arms output increases. 

What's happening, actually, is that industry is shifting to defense work 
without much over-all disturbance. Machinery output is rising as auto output 
and appliance production falls. Soft-goods industries still lag. 














New orders to factories point to a rising trend in production. 

Textile mills booked a lot of new business in October and November. 

Soft-goods industries booked 9 per cent more orders than in September. 

Hard-goods industries have orders running 14 per cent ahead of September. 
That is due chiefly to orders placed with primary metals producers. 

The upturn in orders indicates a general rise ahead in output. 














Metals supply, however, is going to hold civilian hard-goods industry back. 
Nondefense supply of steel for domestic industry is to drop from a rate of 5l 
million product tons a year to 44 million tons early next year. Drop in copper 
and aluminum allotments will be even more drastic. 





To give you an idea of allowable production of consumer goods..... 

If steel is the determining factor: 

Auto production goes to 936,000 cars a quarter from a base of 1.5 million. 
Electric refrigerators go from 1.5 million to 766,000 a quarter. 

a Washing machines drop from 1 million a quarter to 502,000. 

Vacuum cleaners take a plunge from 848,000 to 424,000 a quarter. 

l, Electric ranges decline from 400,000 to 200,000. 

p= TV sets go from 1.6 million to 784,000. Radios take a comparable drop. 
Unless steel can be stretched out, or substitutes found, production of 

re these consumer items is to be held well under 1950 base-period rates. 

















It will be even worse if copper is the determining factor on output. 
Copper allotments threaten to cut refrigerators to a third of the number 
e produced in the first half of 1950; washing machines by the same percentage. 
\ Aluminum allocations don't promise much more, if that metal is required. 














Manufacturers obviously are under pressure to stretch their metal supply as 
thin as they can, to find substitutes wherever possible. 
Government orders don't yet put ceilings on unit output, only on over-all 
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TREND OF AMERICAN BUSINESS-- (Continued) 


use of the basic metals--steel, copper, aluminum. 
Actually, manufacturers are making extensive design changes to cut down 


use of metals. Radio and TV sets uSe almost no cobalt now. Aluminum is used 


instead of copper in lamp bases. Plastics are coming up. 


Price rises are indicated as production volume is cut. Demand promises to 





outrun supply for many consumer hard goods some months hence. 
Price ceilings also are to be raised by Office of Price Stabilization. 


Capehart Amendment to the price-control law permits manufacturers to add 
post-Korean costs, through last July 26, to pre-Korean prices. 

New OPS rules permit manufacturers to apply for new ceilings. 

Price increases will be allowed for autos, most appliances, meat, milk, 
canned food, drugs, cosmetics, clothing, cotton yarn, many other items. 











OPS officials won't predict, though, that prices actually will jump. 
General price level hasn't varied very much for some months. 
Shoes and clothing are selling below current ceilings. 


Radios and television sets, some appliances, also sell below ceilings. 
some paper 











Some commodity prices also are down--most fats and oils, rubber, 


products, some types of lumber, hides, raw wool. 
The fact that some prices are below official ceilings prompts many business 
OPS fear, how- 





groups to urge an end to price control, at least in some fields. 
ever, is that this situation may be temporary. 


Defense planners now are-getting a clearer idea of the program they want. 

Defense budget for the fiscal year that begins next July l--the budget 
President Truman is working on now--is likely to be closer to 45 billion than 
the 60 billion dollars approved for the current fiscal year. 

Permanent arms spending of about 40 tillion a year is contemplated. 

Air Force expansion to 140 groups probably won't be rushed. 

What this means is no increase in the pace of rearming. Armament plans as 
already laid down are to be followed rather closely. 

















Arms industry, however, promises to be a permanent big U.S. fixture. 

Airplane orders are likely to level out at 7,000 aircraft a year. That 
will be needed just to maintain air strength, take care of obsolescence. 

Navy rebuilding on a large scale also will begin in the late 1950s. By 
that time a great many destroyers will become over-age. 

Maintenance cost to keep the armed forces at 3.5 million men is put 
around 20 billion a year. That's just for "housekeeping" expenses. 

It's to be an expensive business to keep up America's strength. 














Construction industry still keeps going at a high rate. 
New construction in November totaled 2.5 billion dollars, down only by a 
Home building is off, but industrial building is con- 











fraction from a year ago. 
siderably higher than a year ago. Public construction is up, too. 
So far this year, total construction is 7.8 per cent ahead of last year. 








Weather may not be very Christmaslike this year. Temperatures are likely 
to be above normal for most of the country, normal in upper Midwest and East. ; 
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When this new tailless Chance Vought F7U Cutlass starts 
rolling off prodiction lines early in 1952, it is expected to 
be the fastest shipboard fighter in service anywhere. It has 
superior high-altitude performance, exceptional maneuver- 
ability and the firepower to deliver a telling blow in combat. 


_ 





Development of the Navy’s twin-jet Cutlass 
illustrates the years of constant effort required 
in the struggle for air supremacy. 


Soon the sleek-looking, tailless 
Chance Vought Cutlass will be the 
fastest fighter with the U. S. Fleet. 
It was designed to out-climb, out- 
maneuver, or out-fight any other 
carrier-based fighter in the world. 


But your Navy will have the Cutlass 
in 1952 only because it foresaw the 
need and authorized development 
work in 1946. 


THE assignment was a tough one: 
no true jet had ever been flown from 
a carrier. To provide the extremely 


THE UNIQUE SWEPT-WING, tailless design of the 
Cutlass contributed greatly to its high perform- 
once—but posed many problems in controllabil- 
ity, maneuverability and in carrier operations. 
Solution of these problems through countless ex- 
Periments such as wind tunnel tests, above, has 
given the industry valuable new information 
about the flight behavior of high speed aircraft. 


high performance required, Chance 
Vought came up with the unique 
Cutlass design—a tailless airplane 
with sharply swept-back wings, hy- 
draulically operated controls, new 
lightweight materials, and other 
novel features. It showed so much 
promise that the Navy gave its go- 
ahead—in April, 1946. 


THEN began a long and difficult pe- 
riod of transforming a paper concept 
into an actual airplane. Designers, 
aerodynamicists, stress analysts, 


MONTH AFTER MONTH, for two years, Navy 
and company test pilots put experimental Cutlass 
airplanes through flight tests, climaxed by actual 
carrier operations as shown above. These flight 
tests were equivalent to flying eight times around 
the world and were responsible for many design 
refinements contributing to dependable opera- 
tion under actual service conditions. 


pesronen In 1946 10 BE The fasfesf 
= Naval Fighter in 1952/ 
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weight control engineers, metallur- 
gists, production experts—all of them 
toiled as a team to solve the complex 
problems of stability and controlla- 
bility involved, and to find the 
strongest, lightest most efficient de- 
sign for each of its 22,000 parts. 


THE first Cutlass was finally flown in 
September, 1948. This was the start 
of an intensive two-year program of 
flight testing to make sure the Cut- 
lass lived up to its anticipated per- 
formance, and to improve it still 
further. 


WHEN the new Cutlass airplanes 
start rolling off production lines early 
in 1952, it will be six long years since 
the original design was approved. 
But when they join the Fleet they 
will be the fastest fighters afloat—an2 
it will be your Navy that has them. 


COMPLEX CONSTRUCTION of the Cutlass—plus 
extensive use of special lightweight materials— 
called for new production techniques. To develop 
these techniques, Chance Vought called on its 32 
years of designing and building first-line aircraft 
for the Navy, including the “Corsair,” battle- 
proved veteran of World War Il and of the 
Korean campaign. 


United Aireratt 
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SAVINGS-BOND TERMS: NO CHANGE 


Same Interest Rate—Tax Exemption Is Out 


Can savings bonds become a 
better investment? Treasury is 
looking for a way to make them 
more attractive. 

Reason: Bond sales are slug- 
gish, despite all the pressure. 
Bonds are being cashed in faster 
than they can be sold. 

Changing the yield on savings 
bonds is not easy, though. 
Chances are present interest rate 
is all that can be counted on. 


Sales of U.S. savings bonds remain 
in the dumps. The Treasury, as a re- 
sult, is under pressure to “sweeten” 
the pot for bond buyers—to raise the 
interest rate, or to exempt bond inter- 
est from income tax, or both. 

Such proposals are not making much 
headway. Treasury officials question 
whether more generous terms would 
boost sales greatly. Anyway, the Treas- 
ury cannot do very much in this direc- 
tion without changes in the law. 

So, if you own series E bonds, you'll 


Public Still Cashes In More Savings Bonds Than It Buys 


Since war started in Korea— 


The public 

has bought 
Series E bonds 
totaling... 





Source: Treasury Dept.—Photo: Harris & Ewing 
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But has 
cashed in 

E bonds to the 
amount of ... 


keep getting 2.9 per cent-if you hold 
your bonds to maturity at the end of 10 
years. After they mature, you can con- 
tinue to hold them and draw 2.5 per cent 
a year for 74 years, and then a higher 
rate after that to make the average 2.9 
per cent on bonds held an additional 10 
years after maturity. 

If you own series F bonds, you'll get 
2.53 per cent by holding them to ma- 
turity at the end of 12 years. 

On G bonds held 12 years, you'll draw 
2.5 per cent. 

That’s about the most you can expect. 

There is a statutory limit of 3 per cent 
on savings bonds. E bonds, the kind com- 
monly held by individuals, are close to 
that limit now. 

Tax law, as it now stands, does not 
permit exemption of the interest that 
people get on savings bonds. Treasury 
policy all along has been on the side of 
broadening, not narrowing, the coverage 
of the income tax. 

Changes in the law to permit better 
terms for bond buyers are not likely any 
time soon. Treasury officials reason that 
only a relatively few people in high in- 
come brackets would be attracted to 
bonds by a fractional increase in rates 
or by tax exemption. 






Redemptions / 
have exceeded ] ol 
purchases by... BILLION 





What’s happened to the savings. 
bond program in recent months is shown 
by the chart on this page. 

Since war started in Korea, the public 
has bought 4.6 billion dollars’ worth of 
series E bonds. 

In the same period, the public has 
turned in 5.7 billion dollars’ worth of E 
bonds without waiting for them to ma- 
ture. 

The whole E-bond operation has 4. 
sulted in a net withdrawal of 1.1 billion 
dollars from the Treasury in a period of 
17 months. And that does not count the 
201 million dollars’ worth of matured E 
bonds that have been redeemed for 
cash since last May. 

This means that the bond program, in- 
stead of draining off surplus cash as it 
did in World War II, actually is pouring 
out money to the public. 

In November, for the first time since 
April, 1950, sales of E bonds ran a little 
ahead of redemptions prior to maturity. 
But the scales were tipped the other 
way by the 31 million dollars’ worth of 
maturing E bonds that came in for cash 
during November. 

Moreover, sales of F and G bonds ran 
far behind redemptions, as they have 
been for some months. Over all, the 
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ELECTRIC RANGE 


BY 





\\ Coolerator 





YES, a remarkable double-oven electric 
range with 5 Way Automatic Control is 
now brought to you by International 
Telephone and Telegraph Corporation 
through its new associate, the long- 
established Coolerator Company. Check 
all the fine features of this double-oven 
range—the extra insulation for cooler 
kitchens, the gleaming lifetime titanium 
porcelain finish, the flash speed of the 
high heat, the 7 Heat Push-A-Button 
Color Guide Cooking. This is just one of 


> 


COOLERATOR FREEZER stores 450 
pounds of food in cabinet only 55 
inches wide. Stores more food in less space! 
Super-refrigerated compartment goes down 
to 10 below zero for really fast freezing. 








Here is truly automatic cooking — 


a complete line of Coolerator ranges, re- 
frigerators and freezers, all with unusual 
quality features. Look for more interest- 
ing developments—to make homes 
brighter and work lighter—from the 
combined knowledge and skills of these 
two great names. Get acquainted with 
your Coolerator dealer now! 








The DoUBLE-OVEN RANGE that brings 
you 5 Way Automatic Control. The Elec- 
tric Timer Clock and Select-O-Switch give 
you full automatic control of—1. the king-size 
right-hand oven—2. the economy size left- 
hand oven—3. the Magic Well-E-Vator deep 
well cooker—4. giant 2100 watt surface unit— 


5. the Handy Appliance Outlet. 


< 


COOLERATOR REFRIGERATORS hold 
more food —take less space. Exclusive 
Motor-on-the-Back design gives you safe cold, 
top to base. The new 10.4 cu. ft. Coolerator 
refrigerator fits in the space of your old “6”. 





count OR REFUND o> 
& Guaranteed by > 
Good Housekeeping 
* top eS 









45 anveanisto WSS 


INTERNATIONAL TELEPHONE AND TELEGRAPH CORPORATION «¢ 67 Broad Street, New York, N. Y. 


For full information on Coolerator appliances, write to The Coolerator Company, Duluth 1, Minn. 











Whether it’s rifling grooves 
on sh@mea..(f | 
or lugs on universal { 


joints... — 












American broaching machines 
provide low-cost solutions 


to machining problems 


Finishing the inside and outside of lugs 
On automotive universal joints... or 
cutting rifling grooves in shells. . . these 
are a few of many typical examples of 
modern broaching—the American Way! 
American Broach and Machine Co., one 
of Sundstrand’s eight divisions, designs 
and builds standard and special broach- 
ing machines... unique tooling... the 
right cutting tools to solve complex ma- 
chining problems. All developments are 
backed by American’s re/iable research, 
expert engineering, precision production. 
Address inquiries to American Broach 
and Machine Co., Ann Arbor, Mich. 


SUNDSTRAND 
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8 Sundstrand divisions make 
widely diversified products 


MACHINE TOOL DIVISION— 
Lathes, Milling Machines, Special 
Machinery, Centering Machines, 
Bench Centers, Balancing Tools 









BRCACHING DIVISION — stand- 
ard and special Broaching Ma- 
chines, Tools, Work-holding Fixtures 





AIRCRAFT HYDRAULIC DIVISION 
—constant speed Hydraulic Drives, 
“Rota-Roll” Pumps 





FUEL UNIT DIVISION— Pumps used 
by the nation's leading oil burner 
manufacturers. 


q INDUSTRIAL HYDRAULIC DIVI- 
Q SION—Hydraulic Transmissions, 
Pumps, Control Valves, Fluid Motors 


PNEUMATIC DIVISION — Air Sand- 
ers for automotive, wood-working, 
metal-working, and plastic industries 





FOUNDRY DIVISION—Gray iron 
Y castings for Sundstrand and other 
manufacturers 


MAGNETIC PRODUCTS DIVISION 
—Tool Room and Production Chucks, 
Magnetic Fixtures, Lifting Magnets, 
Chip and Coolant Separators 


SUNDSTRAND 


MACHINE TOOL CO. 





ROCKFORD, ILLINOIS, U. S. A. 


Finance Week 









































Real estate, stocks 
favored by many... 


savings-bond program continued to lose 
ground in November. 

The Treasury’s all-out selling drive, 
which started with much hullabaloo on 
Labor Day and ran until November 13, 
was disappointing. A good many workers 
signed up to buy bonds on the pay-roll 
savings plan, but total sales continued 
to lag behind redemptions. September, 
the first month of the drive, turned out 
to be the worst month of the year. 

That is the bond record at a time 
when savings in other forms have been 
running at the highest rate since World 
War II. Officials think there are two prin- 
cipal reasons for the poor showing of 
savings bonds: 

Some investors, notably those in high- 
er-income brackets, are switching to in- 
vestments such as real estate and com- 
mon stocks that might ride up in value 
with inflation. Savings bonds, like cash, 
bear fixed values in terms of a dollar 
that has been losing purchasing power. 

Many people are dissatisfied with Gov- 
ernment fiscal policies, and some of these 
people are taking out their discontent 
on savings bonds. 

As time goes on, the Treasury will 
have to do a bigger selling job if the say- 
ings-bond program is to hold its own. 

It was only last May that the first of 
the series E bonds, the ones sold at the 
beginning of the program in 1941, started 
maturing. From now on, they will be 
coming due in rising volume. In the 
eight years ending in 1958, as shown by 
the table on page 77, series E, F and G 
bonds totaling 41.2 billion dollars will 
mature. The peak will be in 1954, when 
8 billion dollars’ worth of bonds will come 
up for payment or reinvestment. 

To keep the savings-bond program 
from feeding inflation, the Treasury 
must induce the holders of maturing 
bonds to leave their money in, and at the 
same time sell enough new bonds to 
equal redemptions ahead of maturity. 
So far, the Treasury has not found the 
formula to do all that. 

In the period May through November, 
1951, about 712 million dollars’ worth 
of E bonds matured. Of these, 201 mil 
lion dollars’ worth were turned in for 
cash. Many people, thus, failed to take 
the Treasury up on its offer to keep pay: 
ing interest on E bonds after matumity. 

If the same proportionate number 0 
maturing bonds keep coming in for cash, 
the Treasury will have to sell a billion 
dollars’ worth of savings bonds in 1982 
just to make up for redemptions at m* 
turity. It will have to sell 1.8 billion dol- 
lars’ worth in 1953, and 2.2 billion i 
1954. That’s in addition to sales neces 
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unpredictable events that can cause your “best 
credit risks” to default. It enables you to get cash 
for past due accounts, improves your credit standing 
with banks and suppliers. American Credit policies 
are available to insure all, a specific group or just 
one account. Ask the American Credit office in your 
city for our book, or write AMERICAN CREDIT 
InpemNity Company or New York, Dept. 44, 
First National Bank Bldg., Baltimore 2, Md. 
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WHILE PARACELSUS AND HIS ALCHEMIST PALS 

NEVER GOT ANY WHERE WITH TRANSMUTATION OF 
BASER METALS, THEY AT LEAST DEMONSTRATED 
THE NECESSITY OF A QUALITY PRESSURE -PLUG. 


DRYSEAL 
PRESSURE PLUG 


 UNBRAKO 


SOCKET 
SCREWS 


@) 
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STANDARD PRESSED STEEL CO. 
JENKINTOWN 56, PENNSYLVANIA 


‘““Half-a-century of PRECISION FASTENERS” 





Cincinnati is famous for }| 


Its Magnificently Modern 


Owned and 
Operated by 


4 


Thomas Emery’s Sons Inc. = 


Cincinnati, Ohio 
* + 1200 rooms, all outside 
+ -¥ 7 restaurants famous for fine foods 
Vv Inside garage 
<V Unexcelled convention facilities 
V GOURMET RESTAURANT 


Internationally famous 
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F John G. Horsman, General Mgr. e 
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Something in the mountain air about the 
Gideon says ““C’mon—relax and let go!” 
The clean pine scent... the Adirondack 
freshness... whisper “Rest a bit—then 
rest some more.” Ski, skate, sleigh awhile 
... gormandize or slenderize on food su- 
perb — Gideon style. Many prefer this 
time of year to take the Spa “ Restora- 
tion Cure.” Let buoyant, iewies min- 
eral baths banish wear and tear... build 
you up for the holidays ahead. Roads 
always open to the Gideon. Privately 
operated. For reservations or free book- 


let, write Myron H. Woolley, Manager. 
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We’ve Been Asked:___ 


ABOUT REVISED TAX 
ON PERSONAL LOSS 


Can a taxpayer now deduct in full 
the losses he suffers from causes 
beyond his control? 

Yes, he usually can. In the 1951 Rey. 
enue Act, Congress provided that a per- 
son having a loss on nonbusiness prop- 
erty as a result of fire, flood, storm or 
other casualty can ease the effect of that 
loss. He can get relief by setting off the 
loss against other income in 1951, and 
sometimes against income in 1950 and in 
future years. 


Is this change important? 

Indeed it is, for those who may be af. 
fected. In the past, a taxpayer having 
such losses could use the losses as an 
offset against income for one year only, 
If a man’s house burned down this year 
and the insurance was not enough to 
cover the loss, he could reduce or wipe 
out his tax in 1951. But, if his loss was 
greater than his income this year, he 
could get no further relief. 


Now what is the situation? 

Now the principle of carry-back and 
carry-forward of net losses is to be ap- 
plied to losses on nonbusiness property. 
An individual whose “casualty” loss on 
his property is greater than his income 
in one year can carry back the excess 
loss to eliminate or lower his taxable in- 
come in the previous year. This would 
mean a refund of all or some of the tax 
paid in the earlier year. If the loss is not 
fully recovered, the remaining net loss 
can be carried forward for five years. 
This carry-over of net losses has been 
allowed in the past only in connection 
with losses on business properties. 


Suppose, for example, a man’s home and 
property is ruined by a severe flood. His 
loss, after collecting insurance, is $40, 
000. His income this year and in 1950 is 
$10,000. Here is what he would de: He 
would apply $10,000 of the loss against 
this vear’s income, and thus would owe 
no tax at all for 1951. He would cany 
back another $10,000 of the loss to wipe 
out last year’s taxable income and get a 
refund of taxes paid. He still would have 
a net loss of $20,900 that could be car 
ried forward to offset taxable income i 
the next five years. 


What about property lost by theft? 
That is deductible against income 10, 
provided it can be shown that the prop- 
erty actually was stolen, and not merely 
mislaid or Jost. If a man is robbed, the 
amount of the loss can be used to ' 
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= 
Offset for Casualties 


e Some victims of floods, fires and 
other disasters now can get more 
tax relief. 


e Big losses this year can be used 
to reduce taxes in other years. 


e Some will be able to get refunds 
on taxes paid last year. 














duce his taxable income. Where valuable 
jewels or furs that are not fully covered 
by insurance are stolen, the loss might 
be greater than the income of the 
owner in that year. Then the principle 
of carry-back and carry-forward of net 
loss could be used to reduce taxes in 
other years. 


Does the rule on losses apply to auto 
accidents, too? 

Yes, in most cases. But losses from an 

automobile accident cannot be _ offset 

against other income if caused by will- 

ful negligence, such as drunken driving. 


What other types of losses are cov- 
ered by the rule? 

In addition to losses caused by fire, flood 
and storm, the rule applies to disasters 
involving shipwreck, explosion, light- 
ning, earthquake, hurricane, blizzard, 
freezing, thawing, drought, cave-in and 
similar sudden and unexpected mishaps. 
The damage might be anything from a 
frozen water pipe or broken-down wall 
toa burned barn or destroyed house. 


Does the change apply to losses in 
1950? 

No. The rule on carry-over of losses on 
nonbusiness property applies only for 
losses sustained in 1951 and later vears. 
That would include losses in the big 
Midwestern floods of 1951. There is 
no way of getting this tax relief on 
such property destroyed or damaged in 
1950 and earlier years. Where losses 
on business properties were involved, 
the carry-over principle already was in 
efect in previous years to help business- 
men. 


How are these losses handled on tax 
returns? 

To take advantage of deductions for 
casualty losses, a taxpayer must use 
Fom 1040. He cannot take the stand- 
ard deduction or use the tax table. In- 
stead, he must itemize all deductions 
for contributions and for interest and 
lates paid. A special section provides 
space for listing losses from fire, storm, 
shipwreck or other casualty or from theft. 
If a taxpayer wants to carry back a net 
0 from 1951 to 1950, he must file an 
imended tax return for 1950 on Form 
1040 and at the same time apply for a 
refund from his 1950 tax. 
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Sometime...somewhere...someone has faced the same 
spray painting problems which you face from time to time in your plant. 
Maybe it is too many rejects...the application of new or special coatings... 
the training of supervisory or painting personnel...or a need for expanded 
production. 

In their daily work, Binks engineers are constantly analyzing spray paint- 
ing problems of all kinds and finding answers to them. Their accumulated 
experience...more than 50 years of it...is yours to use. They know most of 
the answers...so why spend valuable time and money experimenting when 
you can have this professional help for the asking... without obligation. 

There is a Binks Spray Painting Engineer within easy reach of your plant. 
To reach him, call your nearest Binks office or contact us in Chicago. 


Send now for this informative Bulletin 
Tells how you can have better finishes—faster—and at lower ¢ 
cost. Lists 260 major defense products that have been 
painted or coated successfully with Binks engineered 
equipment. Illustrates many of the finishing systems used. 
Just ask for Bulletin 10. No obligation, of course. 
Address: Binks Manufacturing Company, 

3128-34 W. Carroll Avenue, Chicago 12, Illinois 
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Unsteady balance still keeps the econ- 
omy teetering on its high wire. Slack, 
appearing here and there as one seg- 
ment sags, is taken up as another seg- 
ment draws taut. Latest signs indi- 
cate, if anything, more tightening 
than loosening. 

Employment shows the shifts. Sharp 
seasonal declines occurred in agricul- 
ture, construction, other outdoor work 
in November. But there was a healthy 
gain in factory jobs and a small one 
in service. A large number left the la- 
bor force. Unemployment edged up. 
Yet November’s 61,336,000 civilian 
jobs were a record for the month, and 
the jobless still were less than 3 per 
cent of the labor force. 
Manufacturing activity improved. Sales, 
at 22 billions in October, were at the 
highest ‘level since June, 1.3 billions 
above a year ago, and 1.3 billions 
over the previous month. New orders 
rose 2.4 billions to 23.7 billions, high- 
est level since March. 

Wholesalers, too, made a better show- 
ing. Sales, corrected for season, were 
up 6 per cent for durables in Octo- 
ber, 10 per cent for nondurables. The 
rise in inventories was barely normal 
for the season. 

Stocks of durables in wholesalers’ hands 
on November 1 still were far more 
formidable in relation to sales than 
a year earlier. For housefurnishings 
and electrical goods, stock-sales ratios 
were two-thirds higher than on Nov. 
1, 1950, despite a sharp October gain 
in housefurnishings sales. 

Stocks of nondurables held by whole- 
salers are smaller than a year ago. 
Clothing and dry goods, with a 15 per 
cent higher ratio, are the exception. 


(1935-39=100) 
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Retail sales, as Christmas nears, con- 


tinue at an unexciting but very high 
level. A dip in October department- 
store sales was followed by a rise of 
2.6 per cent in November, after sea- 
sonal allowances. , 


Current picture shows more of this same 


uncertain equilibrium. 


Department-store trade rose to 319.5 





Defense Orders Turning Up 
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Military contracts 
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Source: Defense Dept. @ 1951, By U.S. News Pub. Corp. 


on the weekly indicator below. Fac- 
tory-output indicator, in the week 
ended December 1, inched up again 
for the third straight week, after the 
October decline. 


Rearmament is creating slack and tight- 


ening things up at the same time. 

let, as the chart 
above shows, rose appreciably in Octo- 
ber from low levels of preceding 


RETAIL TRADE 


(COMMERCE) 





] 
months. Contracting officers, under 
pressure from critics last summer, 
turned to negotiation to speed up 
letting of contracts. When critics 
started talking about “indiscriminate” 
contract letting, the officers returned 
to slower competitive bidding. Now, 
they report, they are getting back on 
schedule. 
Amounts obligated for major military 
procurement and _ construction, up 
from 2.2 billions to 3.2 billions in Oc. 
tober, were scheduled to run at 4 to 
5 billions in November and Decembe;, 
Funds still left for obligating by the 
military in the last eight months of 
this fiscal year show what busines 
can expect, as compared with the 16 
months that are past. Funds allow a 
rate of contract letting that for sof 
goods will average only a shade faster 
than it did in the last 16 months. For 
hard goods, it can be 35 per cent 
faster than the average of the last 1é 
months. For construction, — contract 
letting can average well over four 
times as fast as it has been. 
National defense, absorbing 8 per cent 
of the nation’s effort at the end of 1950, 
is officially expected to be taking 1; 
per cent as this year ends. For the 
end of 1952, the burden is projected 
to 20 per cent of the total. 
The shifts that are occurring in th 
economy, however, are not producing 
much change in over-all activity. 
There is more shift than change, so to 
speak. Faint signs, now showing, cal 
mean a turn to higher activity in it- 
dustry, trade and prices. Yet, on bil- 
ance, no sharp turns in the econom) 
are indicated for the months immed- 
ately ahead. 
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@ 1951, By U.S. News Pub. Corp. 
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The S. S. United States*—new pride of the U. S. Lines 
maritime fleet—will rely on IBM Time Equipment. So 
do the American Export Lines’ new ships, the 
S. S. Constitution and S. S. Independence. 

From stem to stern, IBM electric clocks afford correct 
and uniform time to passengers and crews. IBM Master 
Controls maintain this accuracy and uniformity, even 
through changing time zones. 

Aboard ship, as well as on shore . . . the time is right, 
when it’s IBM time. 

The same high quality of service is found in every 
IBM Time Control installation—from the smallest school 
or plant to the largest institution or factory, from a single 
IBM unit to a complete Electronic Time Control System. 
With IBM, there’s a wide range of prices for all applica- 
tions and installations. 


*Built by the Newport News Shipbuilding and Dry Dock Co. 
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INTERNATIONAL BUSINESS MACHINES 

590 Madison Avenue, New York 22, New York 




















SHELL BANDING — another example of 
the many defense jobs handled by 


for QUICKER CONVERSION 
FASTER PRODUCTION 
BETTER RESULTS 
“LOWER COSTS 
EASIER RECONVERSION 





Here’s another case where the fast, flexible, oil-hydraulic power 
control of Multipress was quick to speed production and cut costs. 
One of industry’s most versatile production tools, Multipress is 
built in eight basic frame sizes, and is designed in every detail to 
facilitate quick tooling of the widest variety . . . a combination 
that permits early deliveries. Capacities to 50 tons. Write for 
complete information on Multipress and how you can use it. 


DENISON The DENISON Engineering Company 


1209 Dublin Road, Columbus 16, Ohio 





V5 40)| ware 





Send This Issue 


To Your Friends ...witHouT CHARGE 


a ee er i | 


U. S. NEWS & WORLD REPORT 4 
24th & N Streets, N. W. i 
Washington 7, D. C. : 
Please send a free copy of the December 14, 1951 issue 

of ‘“U. S. NEWS & WORLD REPORT” with my compliments to the persons If 
listed below: i 
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YOU CAN probably look for an eas- 
ing of rubber controls after the first 
of the year. Officials of the National 
Production Authority indicate that re- 
strictions on the use of rubber will be 
relaxed somewhat during the first quar- 
ter of 1952. Among other things, NPA is 
expected to do away with allocations of 
GR-S synthetic rubber. The Commerce 
Department’s Office of International 
Trade announces that limited amounts 
of GR-S synthetic may be available for 
export in next year’s first quarter. 


* * * 


YOU CAN, as a_ manufacturer, 

sometimes get help from NPA in 
placing your order tickets for controlled 
materials. The agency outlines proced- 
ures for obtaining such help. Manufac- 
turers must be prepared to show, how- 
ever, that they made every effort to get 
the needed controlled materials before 
asking NPA for assistance. 


* * * 


YOU CAN, as a retail dealer in 

farm machinery and parts, use a 
new percentage-margin formula in fix- 
ing your price ceilings. The Office of 
Price Stabilization issues a regulation 
that generally grants retailers a 5 per 
cent markup over their suppliers’ list 
prices for new farm equipment. There 
are special provisions for figuring the 
ceilings for used equipment and parts. 


* * * 


YOU CAN, as a stockholder-trustee 

of a corporation, probably treat as a 
capital gain the amount that you receive 
through the company’s redemption of 
part of its preferred stock in a move to 
reduce its annual liability on the stock. 
In one case, the U.S. Tax Court holds 
that such a transaction resulted in a cap- 
ital gain, and not in a taxable dividend. 


* * * 


YOU CAN look for a tightening of 
the Government’s efforts to prevent 
discrimination against employment of 
workers on Government contracts be- 
cause of race, creed, color or national 
origin. The President issues an antidis- 
crimination order and sets up a com- 
mittee of Government officials and other 
persons to improve the means for obtain- 
ing compliance with this policy in hiring 
workers on projects covered by Govern- 
meat contracts and subcontracts. 


YOU CAN export individual gift 
packages valued up to $25 under a 


general license to religious, charitable 
or educational organizations abroad, OIT 
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What you as a businessman CAN 
and CANNOT do as a result of federal 
court and administrative decisions 


relaxes its export restrictions to allow 
shipment of gift parcels to such organ- 
izations in any country except China 
and North Korea. 


* * * 


YOU CANNOT, as a company offi- 

cial, count on being allowed an in- 
come tax deduction for entertainment 
expenses unless you can show that you 
were obligated to incur these expenses 
and that they actually served a business 
purpose. The U.S. Tax Court disallows 
such a deduction for the president of a 
company where he was not required to 
make the expenditures and he was not 
reimbursed by the company. 


* * * 


YOU CANNOT refuse to bargain 

with the certified union in your plant 
over a Christmas bonus that you have 
paid to your employes over a_ period 
of years. The National Labor Relations 
Board holds that a Christmas bonus 
paid to workers by a company over a 12- 
year period is an integral part of the 
wage structure and thus is subject to col- 
lective bargaining. 


* * * 


YOU CANNOT, after promising to 

bargain with a union rather than 
face a NLRB hearing, fail to negotiate 
with the union for a “reasonable” period 
of time. A circuit court of appeals finds 
that such an agreement is binding upon 
an employer. In this case, three and one 
half months of bargaining after the 
agreement to bargain is not considered a 
reasonable length of time. 


* * * 


YOU CANNOT, after February 1, 

buy a machine tool built under a 
Government pool-order contract unless 
you have a priority-rated order. This 
tule is announced by NPA. 


* * * 


YOU CANNOT count on getting 

controlled materials needed for 
maintenance, repair or operating con- 
struction for a telephone, telegraph or 
cable company in the second quarter of 
1952 unless you file an application with 
NPA by December 22. 





Conclusions expressed in these paragraphs 
are based upon decisions and rulings of 
courts and Government bureaus. In making 
their decisions, courts and bureaus consider 
many facts which, for reasons of space, can- 
not be set forth in detail. U.S. News & 
Wortp Report, on. written request, will 
refer interested readers to sources of this 
basic material, 
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IN HEAVY-DUTY 
SHOVELS 





@ Since 1884, Marion Power Shovel Company of Marion, 
Ohio, has been blazing new trails in the development of excavating machines 
ranging in size from %4 to 45 cubic yards dipper capacity. 


MARION is making an important addition to its impressive list of “firsts” by 
announcing a new shovel—the MARION 191-M—a 10 cubic yard machine— 
the world’s biggest and most rugged shovel mounted on two crawlers. 


There’s never been anything like it. Three or four passes will load a truck 
as large as a gondola rail car. It has grecter travel speed and maneuver- 
ability than most smaller shovels. It’s a 10 cubic yard heavy-duty shovel 
with small-machine cycle time. Its strength and its power, in terms of digging 
effort and speed per cubic yard of capacity, set new standards for the 
industry. 


You'll hear much about the MARION 191-M in the years ahead—it opens 
new horizons for every industry faced with the need for big, continuous 
production in heavy, rough digging conditions. 


Watch MARION for newer and better shovels, draglines, clamshells, cranes, 
long-range shovels, coal loaders and walking draglines to meet the problems 
of today—and tomorrow. 






MARION 


Gwen SHOVEL CO. 


Warton, Ohio, U.S. A. 





Offices In Principal Cities Throughout The World 
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1951 CAR WITH 1951 GASOLINE PULLS FAR AHEAD OF SAME MODEL CAR USING 1925 GASOLINE 10 SECONDS AFTER START OF ACCELERATION TEST 


‘, 
nae 


New Jersey Turnpike Tests Prove 
Motorists Now Get 50% Better Gasoline 


Priced the same as twenty-five years ago, 2 gallons do work of 3 


Dramatic tests made on the New Jersey Turnpike, Amer- 
ica’s newest super-highway, prove that 2 gallons of today’s gaso- 
line do the work that 3 gallons did in 1925. 

Today’s gasoline, the tests showed, can be worth 50 per cent 
more by every measure of automobile performance and economy. 
To make the test results even more remarkable— while the price 
of most things you buy has gone up, the high quality gasoline 
that powers your car today costs about the same as gasoline did 


25 years ago—only taxes are higher. 

This enormous gain in gasoline quality has been the direct 
result of constant competition in every branch of the oil industry, 
Every day, oilmen go after your business by doing their jobs bet- 
ter, faster, more efficiently. 

You benefit from this constant competition among 
America’s privately-managed oil companies with the finest petro- 
leum products at the lowest prices in the world. 


Oil Industry Information Committee, AMERICAN PETROLEUM INSTITUTE, 50 West 50th Street, New York 20, N.Y. 











% 





OLD AUTOS like this touring car of the early twenties, shown here at start 
of another acceleration test, also took part in gasoline economy tests. These 
economy tests proved that 2 gallons of the high quality gasoline you buy today 
give more mileage than 3 gallons used to give. By every test, 1951 gasoline 
proved 50% better than gasoline of 25 years ago. 
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PRICES 
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1951 GASOLINE is a bargain. While 
general living costs have risen 48.3% 
since 1925, gasoline today is priced 
about the same as 25 years ago — only 
taxes are higher. 


NEW JERSEY TURNPIKE Commis- 
sioner Paul L. Troast and Lt. Col. James 
Metcalf enter a test car as observers 
to witness actual proof of dramatic gas- 
oline improvement. 
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>> Keynote of French industry today is business as usual. Neither inflation 


nor the Government's threat of austerity nor the possibility of big defense or- 
ders really excites the French businessman very much. His attitude is: Why 
borrow trouble? So far, he sees no reason to change his ways. 

This lethargic attitude of many French businessmen has deep roots. Swift 
changes of attitude are hardly to be expected. This is why Americans on the 
spot wonder if France can really pull its share of the load in rearmament. 


>> In Paris, an American talking to French businessmen discovers this: 
Traditional ways of doing business are very important. Most businesses are 
family affairs. And what was good enough for Father..... 
Quality of production gets the emphasis, not quantity. 
Production follows sales. For example, there iS now buyer resistance to 
high textile prices. Reaction of textile mills is to cut output, not prices. 
Conservative methods are deeply implanted. Risks are to be avoided. New 
ways of doing things are sharply questioned, as often by workers as by managers. 











>> French businessmen tend to be touchy about American criticism. 

What _ they hear most is that French prices are too high and wages are too 
low. If production were increased, unit costs would drop. Then selling prices 
could be cut and sales lifted (presumably). Wages could be raised, yet profits 
would not suffer. Purchasing power of French masses could thus be raised. 

Typical French reply is that this may work in the U.S., but it can't in 
France. The French worker spends up to 70 per cent of his pay on food, it is 
pointed out. He buys good food, expensive even by American standards. He does 
not stint himself on tobacco or wine. He spends little on clothing, next to 
nothing on rent (which is subsidized or controlled). Housing is scarce, So as 
many as five members of the family will live in one room. 

Consumption pattern of this worker, according to employers, won't change 
greatly even if he's paid more. The worker will just spend more on food, wine, 
tobacco. He won't buy household appliances or furniture. For one thing, there 
isn't room for anything more in the average worker's crowded quarters. 

Thus, odds are against opening up a big domestic market for most types of 
consumer goods.....0r so the French have convinced themselves. 











>> If workers aren't buying much except food, it's logical to suppose French 
factories could turn to defense production rather easily. But when you raise 

this point.....Raw materials are short. Coal especially. Steel plants can't 

take on U.S. "offshore" defense orders without more coal. Textile capacity, 











(over) 
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BUSINESS AROUND THE WORLD--(Continued) 


it's true, is available, but wool and cotton stocks must first be built up. 

Labor supply, generally speaking, is tight in France. There is very little 
unemployment. Actually, the nationalized railroads have too many workers. They 
stay on, refusing to take other jobs, because social-security benefits on the 
French railroads are superior to those they'd get in private industry. 

Scarce housing also tends to make labor immobile. Workers hesitate to pull 
up roots and try another part of the country. Housing may be worse there. 

Use more women in industry? Many French industrialists have a prejudice 
against women in factories, say they cause trouble, require special facilities. 

France's defense program, in short, is up against a labor shortage at the 
start, even where factories are available and industrialists interested. 














>> U.S. defense orders also involve special hazards for French businessmen. 

Top wages have to be paid on such work, under U.S. law. No skinning by on 
substandard rates. U.S. would squawk. So would French Communists. 

Plants taking on defense work, even now, are Special targets for Communist 
barbs. Industrial accidents in French plants are played up luridly in Communist 
papers and are blamed on a Speed-up forced by West European rearmament. 

Sabotage and strikes are also likely to be more frequent in plants where 
defense work iS under way. French industrialists have this risk much in mind. 

In addition.....Some French businessmen would rather not take defense work 
because they want to stay neutral, be safe no matter who wins=-if war comes. 
True, this group is shrinking in number. Neutralism appears impractical to more 
and more Frenchmen. But it still isn't possible to ignore this attitude. Some 
of France's most important industrialists continue to talk neutralism. 








>> But younger businessmen in France seem to have a different approach. They 
are the men most influenced by the American productivity campaign. Many of them 
have been to the U.S., seen what can be done by American methods, and are trying 
cut what they learned in their own factories in France. They bring new hope, 
new vitality to French industry. They're clearly oriented toward U.S. aims. 
Question is how fast these young businessmen can move against traditional 
ways of doing business. Restrictive price, sales arrangements often tie their 
hands. They may find bank credit scarce if they move too fast and too far. 
U.S., though, will steer orders to these younger men where possible. 


>> The Pleven Government is now assured that the U.S. will lay out more total 
dollars in France this fiscal year, ending June 30, than it did last. 

This brighter outlook probably means that the sharp cut in French imports 
recently announced can be at least partially restored. 

But budget difficulties of the French Government are still very serious. 

Budget deficits of the last couple of years have been made up indirectly by 
Marshall Plan funds. But now only U.S. economic aid can be so used. 

And economic aid is dropping off. Most U.S. aid is now military. 














>> So, France faces a budget underscored in red ink. If the deficit has to be 
made up by borrowing, current inflationary trends will get a big new boost. But 
if tax collections, still haphazard in France, can be increased, less will have 
to be borrowed. U.S. officials in Paris think collections can be increased. It 
happened in Greece, under U.S. prodding. Why not in France? 
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“Merry Christmas...and thanks to youl” 


crops, petroleum, cattle and just 
everything—and for gettin’ places 
that only youand my reindeer cover. 


—to all five million of you, who 
make up the trucking industry, 
Merry Christmas and thanks for the 
job you have done in transporting 
goods where people want them and 
when they want them. Thanks 
especially for the job done in the 
Korean counter-attack—in the 
Kansas City ‘flood—and in moving 


AND A HAPPY NEW YEAR TO 
YOU—a year of wider recognition 
by everybody who uses transporta- 
tion—and that’s everybody. 


Santo Usure 


TRAILMOBILE unc. 


Sales and Service Coast to Coast in the United States and Canada 
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(es STRANGE WHAT a change only ten years make! 
Ten years ago this month the United States was en- 
tering World War II with Japan and Germany as her 
enemies. We began then to defeat their military forces 
and destroy their industrial economy. Today Japan 
and Germany are our allies, and we are rebuilding with 
our own funds the industrial economy of both nations. 

Ten years ago the Communist regime in Russia was 
our ally. Today that regime is our enemy in all parts 
of the world. 

Ten years ago Italy was allied with our enemies. To- 
day Italy is allied with us. 

Ten years ago China was our ally against Japan. To- 
day her government on the mainland of Asia is allied 
with our enemy. 

Ten years ago we thought we were liberating Poland, 
Czechoslovakia, Rumania, Hungary, Austria, from the 
slavery of Nazism. Today we find them still shackled 
but to another master—Communist Russia. 

Ten years ago India was a part of the British Empire 
and her troops were fighting beside us. Today India is 
independent and her leadership leans toward our 
enemy. Her troops have been refused to the United Na- 
tions in Korea, though she is a member of the U. N. 

Ten years ago Egypt was an important military base 
on our side. Today Egypt is tending away from us. 
The Suez Canal—gateway to Asia—is imperiled. 

Ten years ago France was occupied by the enemy, 
but a besieged Britain stood strong and defiant. Today 
Britain is enfeebled and France is debilitated—and 
both waver under the threat of the new enemy. 











Ten years ago the Western Powers under a su- 
preme command were giving everything to a common 
cause—human life and treasure in unstinted amount. 
Today the Western Powers vacillate and flounder. They 
are joined together in technical alliances and in a theo- 
retical grouping of states for collective action known as 
the United Nations, but there is no solidarity of pur- 
pose or proportionate sacrifice for the common cause. 

Ten years ago the leadership of Roosevelt and 
Churchill started the great common effort that was to 
turn the tide—on the battlefield, on the seven seas, and 
in the air—from defeat to victory. Today the leader- 
ship of Truman and Churchill is undefined, hesitant, 
with many cross purposes of international policy. 

Ten years ago Stalin had the aid of the West—eco- 
nomic and military—in his programs of resistance to 
Nazism. Today Stalin, taking advantage of the 
dissensions and divisions among his opponents, has 


ONLY TEN YEARS! 


By DAVID LAWRENCE 





seized the initiative in a program of world conquest for 
his ideology and his imperialism. 

Ten years ago the brave words of the Atlantic Char- 
ter, to which Russia subscribed her signature, promised 
that “sovereign rights and self-government” would be 
“restored to those who have been forcibly deprived of 
them.” Likewise, the Charter pledged the signatory 
members to see to it that the people of each country 
would be permitted to choose freely their own govern- 
ment. Today the Charter is a scrap of paper as Com- 
munist Russia exercises control over puppet states and 
prohibits any free expression by their peoples. 

Ten years ago American boys were going forth to 
fight, fired with a crusading spirit, believing that we 
were engaged in a war to achieve the ideals of the 
Atlantic Charter. Today boys are being drafted again, 
and 100,000 have already shed their blood in Ko- 
rea, only to be told in a public speech by the acting 
head of our delegation to the’ U. N. Assembly in 
Paris, Mrs. Eleanor Roosevelt, that our troops in 
Korea are a “new kind of soldier who seek only a 
victory of peace.” Presumably this is the familiar 
jargon of the new intellectuals who scorn, as obso- 
lete, “victory on the battlefield.” Today the U. N. 
flag—not the American flag—is hoisted aloft, but, 
judging by the token sacrifices of other nations, it is 
primarily the flesh and blood of America that pays 
allegiance to the new doctrines of world sovereignty. 


Ten years ago we had no thought of asking the 
enemy to write out the terms of an armistice or of a 
cease-fire. Six years ago we told the enemy the terms 
of surrender, because we had beaten the enemy. Today 
we parley with the enemy and crave permission to make 
a “settlement.” The enemy negotiates with us on an 
equal basis. The aggressor, who is supposed to have been 
punished for his aggression, tells us where our troops 
shall be stationed and gives no guarantee that aggres- 
sion will not be repeated. 

Ten years ago we had resoluteness of purpose. Today 
we have become slaves of creature comfort and mate- 
rialism, drugged by the opiates of mistaken expedi- 
ency and self-delusion. 

Ten years ago we didn’t shrink from any battlefield. 
We knew only the word “victory.” There was n0 
thought of using anything less than maximum force 
to gain that victory. Today our public officials ad- 
vertise our fears, proclaim our timidity and broadcast 
our appeasement. 

It’s strange what a change only ten years make! 
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Another development using 


it. F. Geodrich Chemical Company raw materials 


i eon fast-selling Christmas idea 
developed by a manufacturer 
can be equally well adapted to com- 
mercial uses with the same good re- 
sults! Polished sheets made of Geon 
are die-cut into holly and other 
Christmas shapes for home decora- 
tion. These colorful shapes stick to 
porcelain, glass and other smooth 
surfaces. The trick is that they can be 
removed at will, washed and used 
over and over again, without leaving 
marks on the surface. 


~ 


B. F. Goodrich Chemical Company does not make this decorative s 


IDEA thatS good all year! 


This same idea can be used in dis- 
play work in stores or other uses 
where Geon’s advantages fill the bill! 

Just think—Geon materials resist 
heat and cold, water, weather and 
wear. They’re not affected by gas, oil, 
many chemicals and other damaging 
elements. Geon ‘‘takes’’ any color 
well—as brilliant or as delicate as 
desired. 

Geon materials come in many 
forms, including resin, latex and com- 


pounded plastics. For helpful tech- 
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heeting. We supply raw materials only. 





nical bulletins and advice, please 
write Dept. D-13, B. F. Goodrich 
Chemical Company, Rose Building, 
Cleveland 15, Ohio. In Canada: 
Kitchener, Ontario. Cable address: 
Goodchemco. 





GEON RESINS e GOOD-RITE PLASTICIZERS...the ideal team to make products easier, better and more saleable. 


GEON polyvinyl materials e HYCAR American rubber e GOOD-RITE chemicals and plasticizers e HARMON organic colors 

















Tick-Tock....Tick-Tock... YOURS IN TIME FOR CHRISTMAS! 
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TO THE MAN who knows good whiskey, Old Charter oa 
in this gift decanter will strike the perfect note. For, « THIS CHRISTMAS GIVE 
in any container, Old Charter is a masterpiece, aged Bh . b | YEAR OLD 


six long and quiet years to perfection. If you have i) et 
someone to whom you would give nobly, give Old A % > || 
Charter in this gleaming gift decanter, at no extra cost. os 
(Naturally, Old Charter is also available in the stand- 


| We 28 | 
ard package with a gay Christmas carton. Superb pur- «ae KENTUCKY'S: FINEST STRAIGHT BOURBOR 
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chase— wonderful gift! ) 4 : 


STRAIGHT BOURBON WHISKEY + 6 YEARS OLD + 86 PROOF + BERNHEIM DISTILLING CO., INC., LOUISVILLE, KENTUCKY 





